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FOREIGN COMMERCE STUDY 
(Trade With the Sino-Soviet Bloc) 


THURSDAY, MAY 5, 1960 


U.S. SEnare, 
CoMMITTEE ON INTERSTATE AND 
Foreign CoMMERCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:20 a.m., in 
room 5110, New Senate Office Building, the Honorable Warren G. 
Magnuson (chairman) presiding. 

Present: Senators Magnuson, Pastore, Monroney, Thurmond, En- 
gle, and Scott. 

The Cuarrman. The committee will come to order. 

Today we continue our public hearings on U.S. foreign commerce. 
The hearings today and tomorrow will be concerned with trade rela- 
tions with the Sino-Soviet bloc. The main emphasis today will be on 
U.S. trade with the bloc. Tomorrow we hope to look into the gen- 
eral worldwide implications of Communist trade expansion. 

The two problems, of course, overlap somewhat and the testimony 
of some of the witnesses today may also touch on the broad impli- 
cations of this trade expansion. 

The first witness is Thomas Mann, Assistant Secretary of State 
for Economic Affairs. 

Mr. Mann. On my right, Mr. Chairman, is Bob Wright, and on my 
left is Bill Turpin, both of the Department of State. 


STATEMENT OF HON. THOMAS C. MANN, ASSISTANT SECRETARY 
OF STATE FOR ECONOMIC AFFAIRS 


Mr. Mann. U.S. policies on trade with the countries of the Sino- 
Soviet bloc fall in a special category 

The CHarrRMAN (interposing). You are the Assistant Secretary of 
State for Economic Affairs. Is that the department Dillon headed 
at one time? I have always been confused how that operates down 
there administratively. 

Mr. Mann. I am one of the Assistant Secretaries and in our de- 
partment an Assistant Secretary isin charge of a bureau. 

Mr. Dillon’s job—he is now Under Secretary of State with broad 
responsibilities and before he had the title of Deputy Under Sec- 
retary of State in Charge of Economic A ffairs. 


The CuHarrman. And now you are called Assistant Secretary of 
State? 
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Mr. Mann. The old job was abolished, Mr. Chairman. My job 
is comparable to the one that Sam Waugh used to hold, and Mr. Kali- 
jarvi, directly in charge of the Bureau of Economic Affairs. 

The Cuarrman. All right. 

Mr. Mann. U.S. policies on trade with the countries of the Sino- 
Soviet bloc fall in a special category for the purposes of this com- 
mittee’s examination of U.S. foreign trade, and I am glad to have an 
opportunity to discuss these policies with this committee. 

First, there is the question of trade with Communist China. The 
U.S. Government has maintained a virtually complete embargo on 
trade and financial transactions with Communist China and North 
Korea since 1950. This trade embargo is an integral part of the 
general U.S. policy of nonrecognition of Communist China. 

Our trade policy with that area is both substantive and symbolic 
of the firmness of U.S. purposes in the Far East. It is designed to 
hinder as much as possible the rapid buildup of Communist China’s 
military power and its industria] base, and in a broader political sense, 
to limit the expansion of its influence with free world countries. 

Any relaxation in the U.S. trade embargo would be widely regarded 
throughout the world as evidence of a fundamental change in the 
J.S. attitude toward Communist China and as a harbinger of a 
rossible political accommodation. In countries friendly to the United 
Sieaten; pressures would be unleashed to seek accommodation with 
Peiping. This would tend to set in motion political and economic 
changes all tending to weaken our influence while strengthening that 
of Peiping and opening the way to Communist. Chinese penetration 
into the vulnerable, less developed areas, particularly of the Far East. 

The policy on trade with the European Soviet bloc is more flexible 
because it does not involve the same political imperatives which affect 
our relations with Communist China. 

However, the United States does have certain necessary restrictions 
on its trade relations with the European Soviet bloc. These restric- 
tions do not constitute a significant burden on the potential total 
volume of United States-Soviet bloc trade. The President has made 
it clear that the United States favors the expansion of peaceful trade 
with the Soviet Union and other countries of the European Soviet bloc. 

The United States stands ready to sell a wide range of nonstrategic 
commodities to the European Soviet bloc countries at any time that 
they wish to buy them and are in a position to pay for them. The 
only limitations imposed on exports are limitations required for pur- 

oses of national security. The U.S. strategic export controls are 

intended to prevent the Soviet bloc from acquiring materials and 
technology which would contribute significantly to their military 
potential. 

As the committee is undoubtedly aware, the security export controls 
exercised by the U.S. Government are generally paralleled by the 
controls of other important trading countries of the world through the 
operations of the multilateral coordinating committee. The controls 
on direct exports of strategic commodities to the Soviet bloc are sup- 
plemented by financial and transshipment controls designed to prevent 
unauthorized diversions from free world destinations to the Soviet 


bloc. 
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The principal legislative or administrative restrictions of a nonse- 
curity character are the provisions of the Trade Agreements Extension 
Act of 1951 and the Johnson Act of 1934. Under the former act, 
section 5 requires the withdrawal of trade agreement benefits from the 
U.S.S.R. and other Soviet bloc countries and thus prevents the appli- 
cation of most-favored-nation tariff treatment to imports from those 
areas. Section 11 of the Trade Agreements Extension Act explicitly 
ap the importation of certain dressed and undressed furs and 

ur skins from the Soviet Union and Communist China, 

The Johnson Act has the effect of preventing private credits other 
than normal short-term (180 days) commercial credits to countries 
which are in default on debts to the U.S. Government and are not 
members of the International Bank for Reconstruction and Develop- 
ment and the International Monetary Fund. The Soviet Union and 
certain other countries of the European Soviet bloc are affected by 
this law. 

In addition, a Treasury finding was made in 1951 that Soviet canned 
crabmeat was produced by convict, forced, and indentured labor; 
accordingly, in conformity with the mandatory provisions of section 
307 of the Tariff Act of 1930 imports of Soviet canned crabmeat are 
prohibited from entry into the United States. The administration is, 
of course, alert to the possible applicability of the antidumping pro- 
visions administered by the Treasury Department. 

So much for the limitations by the United States on trade with the 
countries of the Sino-Soviet bloc. I pointed out earlier that such trade 
controls do not constitute a significant obstacle to the expansion of 
the general level of trade between this country and the bloc. The 
United States would welcome a higher level of East-West trade. The 
low level of such trade is, in our view, the result of conscious policy 
on the part of the Soviet Union and its European satellites. They 
confine their import interest to a narrow range of capital goods and 
technology and agricultural or industrial raw materials for which 
there may be a temporary import requirement. 

U.S. exports to Eastern Europe, including the Soviet Union, have 
increased from $11.2 million in 1956 to $112.6 million in 1958 and $90 
million in 1959. In the latter 2 years U.S. exports to Poland represent 
the largest portion, reflecting exports financed out of credit and agri- 
cultural sales agreements with Poland. It also reflects the more liberal 
export policy applied to Poland which permits exports of commodities 
essential to the Polish civilian economy. 

U.S. exports to the Soviet Union and other Eastern European 
countries for the fourth quarter of 1959 were valued at $20.5 million, 
representing only 0.4 percent of total U.S. exports, whereas imports 
from the same Eastern European countries were valued at $18.2 mil- 
lion, representing only 0.5 percent of total U.S. imports. 

From a purely economic standpoint, the true limitation of the 
magnitude of U.S. exports to Eastern Europe is the ability of these 
countries to earn dollars through exports to the United States or to 
other hard currency markets. The demand in American markets for 
commodities of Eastern European origin or manufacture appears to 
be somewhat limited. A more active policy of sales promotion by these 
countries in the American market would probably increase somewhat 
the general level of trade, but the increase could not be expected to 
be large. 





4 FOREIGN COMMERCE STUDY 


The economic and political implications of the continued expansion 
of the trade of the Soviet Union with free world countries can most 
clearly be seen if we consider them under four headings. I suggest that 
we look at the relationship of this trade to Soviet internal economic 
development, to Soviet relations with the industrialized countries of 
Western Europe and with Japan, to Soviet relations with the newly 
developing countries, and to American exports to third countries. 

Let us turn first to the role of foreign trade with respect to the 
Soviet economy itself. Probably the most important gain the Soviet 
Union can make from its trading relations with countries outside the 
bloc is the acquisition of advanced machinery and technology. It is 
sometimes believed that since the Soviet Union can send a rocket 
to the moon, it must be technologically, at least, as advanced as West- 
ern countries. In fact, however, Soviet development has been most 
uneven; its impressive achievements have been attained at the cost 
of the neglect of other areas of development. Soviet backwardness 
is most evident in the fields which serve consumers. Certain fields 
of basic industry have been developed rapidly; other areas have been 
left almost untouched. What may be of even greater importance is 
the fact that although some processes in those fields in which great 
progress has been made may be technically on a par with those in the 
West, other processes are still carried on in primitive ways. Thus, 
for example, while the Soviet iron and steel installations achieve more 
impressive results in some respects than Western mills, many auxiliary 
operations are carried On with very little or no mechanization. 

The process of Soviet economic development has been, by and large, 
one of reproducing the industrial structure of the Western countries, 
and not that of finding new materials and production techniques, 
of a sort appropriate to “socialism.” And this is true despite Soviet 
claims of doing the latter. 

After the Soviet Union has learned from the West what path it 
should follow in its economic development, it can still gain a very 
great deal by trading with the West. It would undoubtedly be pos- 
sible, for example, for the Soviet. Union in time to reproduce recent 
Western advances in plastics and synthetic fiber technology. Basic 
laboratory processes are either well known or can be learned without 
undue difficulty. But there is a tremendous job of engineering which 
must be done before laboratory processes can be adapted to the indus- 
trial production of plastics and synthetic fibers. Since time is of the 
essence in a “race with capitalism,” it is greatly to the advantage of 
ee aoe if they can buy advanced technology, in this, as in other 
fields. 

Another important function which extra bloc trade has for the inter- 
nal economic development of the Soviet Union is to make up for 
errors or short-falls in planning. Some finished or semifinished in- 
dustrial products either turn out to be in short supply or are over- 
looked in the physical output planning of the Soviet Union. In 
many cases, it is both faster and more convenient to fill these gaps 
through imports than by producing them. 

As examples of the technological type of assistance gained through 
trade by the Soviet economy, we may note that in its trade agreements 
for 1960, the U.S.S.R. has provided for imports of synthetic plants, 
tire cord plants, petrochemical plants, coal mining and sorting ma- 
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chinery, a high and a low pressure polyethylene plant, a polypropy- 
lene plant, automation machines, electric calculators, and similar so- 
phisticated production goods. As examples of Soviet imports to fill 
in gaps in domestic production, we may note Soviet purchases of large 
diameter steel pipe, deep drawing steel sheets, and special rolled steel 
shapes. 

We should note that the Soviet system of foreign trade, based on 
a complete state monopoly, enables the U.S.S.R. to purchase items it 
needs without developing the sort of long-term, stable relationship of 
interdependence which characterizes international trade among the 
industrialized nations of the free world. The fact that foreign trade 
is conducted by organs of the Soviet Government means that the 
political power of the Soviet Union is a factor in what would other- 
wise be normal commercial relations; similarly, the Government of 
the U.S.S.R. is able to use its commercial dealings for various political 
purposes. 

Let us now consider Soviet economic relations with the indus- 
trialized countries of Western Europe and Japan. 

The Soviet Union is able to work toward a major political objec- 
tive—the splintering of the cohesion of the principal industrial 
countries—by playing on commercial rivalries. It can make attrac- 
tive offers to one country of the group which tempt that country to 
violate its obligations under COCOM. It can also set businessmen at 
odds with their governments, and in general it can sharpen commercial 
rivalries for its own political benefit. 

The Soviet Union would have others believe that it seeks to expand. 
trading relations in order to foster good political relations. It man- 
ages to achieve a linking of the profit motive with the natural desire 
of reasonable men for a relaxation of tensions. 

I do not wish to suggest that all Soviet trade with the industrialized 
countries is wholly governed by the considerations I have mentioned. 
There isa eae complementarity between the Soviet economy and 
those of Western Europe. But it should be noted that not only are 
price considerations ratiiats unimportant in Soviet foreign trade 
but the wishes and preferences of Soviet consumers receive no serious 
consideration. Furthermore, as a large bulk trader the Soviet Union 
has sometimes shown itself at least an inconsiderate supplier. There 
seems to be no conclusive evidence that the Soviet Union has as yet 
followed a deliberate policy of dumping in the usual sense, but its 
operations have on occasion proved unsettling to normal trade 
relationships. 

My third point relates to Soviet bloc trade relations with the less 
developed countries. Until the latter half of the 1950’s, the Soviet 
Union showed little interest in developing trade relations with the 
newly emerging countries. Even such import essentials as rubber 
were bought, not directly from the producing countries, but on the 
London market. Beginning in 1954, however, the U.S.S.R. began to 
expand its trade relations with the newly developing countries, com- 
bining this trade offensive with extensive offers of “aid.” The trade- 
aid offensive is, in fact, a carefully integrated whole. Soviet aid has 
with few exceptions taken the form of long-term credits, repayable 
essentially in raw materials produced by these countries. Its exports 
of manufactured goods to them, similarly, have normally been possible 
only as a part of these bilateral transactions. 
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The Soviet Union has on occasion appeared on the markets of the 
newly developing countries as an unexpected rescuer, a “buyer of last 
resort.” It has more often professed its willingness to purchase other- 
wise unsalable surpluses of raw materials. 

Its complete control of its foreign trade activities gives the Soviet 
Government much greater freedom in contr acting for these surpluses 
than is enjoyed by free enterprise economies. “Moreover, the very 
fact that until 1954 the U.S.S.R. had withdrawn from world trade 
to a very large extent gave its offers the added impact of novelty and 
unexpectedness. 

Because it can open, break off, and shift its trade relations without 
regard to any interests other than its own, the Soviet Union is often 
able to make greater political use of its trade potential than is pos- 
sible for countries for which trading is a private activity. It has 
found a way to make the flag follow trade as a means for establish- 

ing its presence in areas with which it has not previously had trade 
relations. The Soviet Union has found trade agreements and trade 
missions extremely useful tools for establishing its political influence. 

Because it can direct its trade as it wishes, the Soviet Union has 
been able to concentrate the main impact of its trade offensive on a 
relatively small number of countries. Its total trade with the free 
world is only a small percentage of overall free world trade, but its 
share of the foreign trade of such sensitive countries as Guinea, 
Afghanistan, Egypt, and Iceland is proportionately quite large. The 
political effectiveness of Soviet trade is, therefore, by no means meas- 
urable in terms of its percentage share in total free world trade. 

Now I turn to the question of Soviet competition with American 
exports in third countries. The Sino-Soviet bloc is not a major 
competitior of the United States in world market, and it is hardly 
capable of displacing the United States in all markets. 

Nevertheless, in any area in which it wishes to concentrate its efforts 
the Soviet Union can offer competition with American exports. We 
have already seen that as a supplier of raw materials to the indus- 
trialized countries the Soviet Union can add to its geographical prox- 
imity and to its natural advantages a complete independence of the 
kind of cost and price considerations which motivate private traders. 
It has, for example, been willing to offer oil at a price quoted as $0.25 
a barrel below Persian Gulf posted prices. In general, it can quote 
prices without regard to domestic costs. Specific exchanges of this 
kind are not even, in the special situation of the Soviet Union, neces- 
sarily uneconomic. The goods it acquires in exchange for its exports 
may be and as a rule are of crucial importance to the Soviet planners. 
The goods which it sells are those with which it can most easily dis- 
pense, and there is no governing price relationship between these two 
categories of goods for the simple reason that there is no internal 
market in the Soviet Union to regulate the distribution of goods or 
the cost of labor. 

It would be hazardous in the extreme to make any quantitative 
predictions of the further expansion of Soviet trade. The industrial- 
ized countries are eager to expand their exports and in order to export 
they are willing to import. The underdeveloped countries must 
expand their export earnings, and some of them may consider that 
trade relations with both camps are a harmless sign of newly won 
independence. 
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Actually, it seems most likely that the Soviet Union will continue 
to be able to equip itself with the latest achievements of western in- 
ventive ability and engineering skill at a price which it can easily 
afford to pay. It may well be able to establish and expand trading 
relationships with the newly developing countries, and thereby im- 
prove its prospects of extending its political influence over them. 

Although the potential expansion of Sino-Soviet bloc trade com- 
petition raises the problems I have mentioned—including particularly 
that of competition in the limited areas upon which the ‘Soviet Union 
chooses to concentrate—there are certain factors which should serve 
to render these problems manageable for the United States. We 
have a dynamic and expanding economy oriented to production for 
free markets. We have unparalleled research facilities specifically 
directed to the development of new products for the satisfaction of 
human wants. We are used to the principle of competition and we 
know how to sell competitively abroad as well as at home. We are 
participating, through our trade agreements program, in a broad 
multilateral effort to lower trade barriers and to foster the expansion 
of world trade. We have an established network of trading relations 
and a good reputation as a valued customer and a reliable supplier 
of quality products. 

The Sino-Soviet bloc has none of these advantages. 

Furthermore, our trade, aid, and mutual security policies are parts 
of a whole. Together they enable other free countries, which might 
not otherwise have the strength to do so, to resist. Sino-Soviet bloc 
attempts to undermine their independence by exerting political pres- 
sure, by proffering investment and technical assistance, by offering 
to trade on noncommercial terms, or by a combination of these meth- 
ods. Our mutual security, aid, and ‘trade policies, adapted as ap- 
propriate to meet the requirements of specific situations, give us room 
for optimism that Sino-Soviet bloc capabilities in the field of trade 
need not pose an unanswerable challenge to the United States. By 
keeping its markets open to others, by assisting less developed coun- 
tries to diversify their exports and to accelerate their economic de- 
velopment, and by joining with other free world countries to reduce 
trade barriers the United States can increase the ability of all free 
world countries to maintain their economic and political freedom 
and independence. 

The Cuarrman. Thank you, Mr. Mann. This is a very good anal- 
ysis of the problem we are considering. 

Have any of the members of the committee any questions ? 

The Senator from Rhode Island. 

Senator Pastore. First of all, I want to applaud Mr. Mann for a 
very well developed thesis and I agree with him substantially. 

I refer now to page 7 of your manuscript where you say, “We have a 
dynamic and expanding economy oriented to the production for free 
markets. We have unparalleled research facilities specifically directed 
to the dev elopment of new products for the satisfaction of human 
wants.” 

Now, as a cliche, I think that this is a fine statement. The thing that 
bothers me is that during the progress of these hearings and some 
experiences that I have had myself, particularly in the textile field 
where we are meeting with some problems, the question arises whether 
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or not we are not a little bit too self-satisfied that all of our habits of 
the past and all our conduct of the past is reassuring enough that we 
shouldn’t be a little more dynamic in understanding realities of the 
world today. 

Now I merely say it for this one reason: If you add the ingenuity 
and the inventive genius of all our friends abroad that we have recon- 
structed in the past few years, with the help that we have given them to 
stabilize their economies and you add that all to our resources, I think 
that we have the capacity to deal right competitively with the Sino- 
Soviet bloc. But I am afraid that in that regard maybe some of our 
friends and our allies are in a lot better position than we are. 

In other words, we have been told here time and time again that the 
State Department is not giving the American exporter all of the help 
he needs and requires in order to meet this competition, even of our 
friends abroad. 

I know today you have directed yourself to the competition or to the 
contest between the free world as such, as against the Sino-Soviet bloc, 
and I quite agree with you that for the time being I don’t think that we 
have much to fear of our ability to meet that competition—as a part- 
nership. 

But what I am alittle concerned about is whether or not our partners 
abroad are not in a better position to meet this competition than we 
ourselves are because we haven’t been aggressive enough in our export 
trade. 

Now it has been brought out here that while our export trade has 
increased, it has not increased in proportion to our imports and there 
has been a closing of the gap. 

Now I am afraid that if this continues, if this trend continues and 
we don’t recognize the realities of the modern world according to the 
year of 1960, we might find ourselves in a position where chances are 
our partners will be able to do a great deal more than we will. 

Now what have you to say with reference to that ? 

You have pointed out a very optimistic picture here, but I wonder 
if we are not leaning on our allies more than we are on our own promis- 
ing prospects for the near future ? 

Mr. Mann. Well, sir, you are talking now specifically in the field 
of cotton textiles. I think 

Senator Pastore. No, I am talking about American screws, Ameri- 
can machinery, a lot of things. You are beginning to get quite a reac- 
tion from various segments of our economy because, as our friends 
have reconstructed and industrialized, they are producing a lot more of 
these goods and coming into keener competition not only in textiles, 
but in many other things. 

Textiles were only the beginning, but this is beginning to permeate 
through the entire economic structure of our country and some of our 
people are a little discouraged about this. 

We keep saying, “Well, we’ve got to import a certain amount of 
goods if we expect to export.” Well, now, that is true. As a phi- 
losophy, that is fine. The fact of the matter is that there has been 
a great increase in imports and our exports haven’t kept up with it. 

Our people are saying the State Department is not aggressive 
enough in realizing what the realities are and helping American 
exports to meet their competition abroad. 
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Now, what have you to say to this? 

Mr. Mann. In my own studies of the competitive posture of the 
United States, in terms of export trade with the other industrialized 
nations, our conclusion has been that there are many factors which 
have to be taken into account and which may be unimportant in the 
case of one commodity and quite important in the case of another 
commodity. I think it is very hard to generalize. 

In the case of automobiles, for example, I think one of the problems 
has been the problem of design, as I think is pointed out in the staff 
report which I read with great interest and agreed with on this par- 
ticular part. We are a nation which has produced principally for 
the domestic market. I believe that as export trade becomes more 
and more important to us, as it certainly will, that we do have the 
capability and the ingenuity to go after this trade. 1 do have a con- 
fidence in the ability of the American economy to compete with any- 
body in the world if we set out to compete and consciously try to do 
so, and I think we have to bear in mind that as a result of the war, 
and later the Korean war, that the U.S. economy really hasn’t had to 
compete for a long, long time. 

This is a new problem for us and it is one that I believe we can and 
will and must adjust to. 

In terms of the second part of your question about the conscious- 
ness on the part of the State Department of the importance of export 
trade and the priority which this deserves, Senator, I think that there 
is no subject that we have worked on on the economic side and on the 
political side of the Department more than we have on this in the last 
few months. 

I think you know that with the Department of Commerce and other 
interested departments we have done a great many concrete, specific 
things to promote Government service which would underpin and 
support a greater effort on the part of industry to export. 

Senator Pastore. You have brought out a very important point. I 
would quite agree with you and hope that we would be a lot more 
aggressive than this. I do hope you won’t misunderstand me or that 
I won’t be misunderstood in the record. It strikes me that every 
time someone rises up because of a practical, real situation that con- 
fronts him in his own State with which he is familiar, he is very, very, 
very apt to be labeled as a protectionist. 

I am not that, although I realize the fact that I have to meet the 
realities of life. 

We had an investigation of the textile industry—you might think 
Iam belaboring that particular industry—but we had an investigation 
of that, and the reason why I am familiar with it, when I was Gov- 
ernor of my State about 10 or 12 years ago, textiles were 45 percent of 
our gross income. ‘Today it is hardly 18 percent. 

Well now, that means quite a gap that you have to fill in by diversi- 
fication. Iam very familiar with that. 

When we conducted a hearing several years ago, we found that our 
export trade in textiles dropped from 15 percent to less than 5 percent. 
Now, that is not a very encouraging position in view of all the optimism 
that is expressed here that we have the ability to compete and we have 
the ingenuity. That is fine to say, but when you look at the figures 
you find out that the situation is going just the other way. 
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Now, the textile industry will have to go a long, long distance to 
recoup this 10 percent of its production in selling it in export trade. 

I am not as optimistic as some other people are that that is going 
to happen all of asudden. But this is one important thing. We keep 
talking about American competition, its ability to meet the competi - 
tiveness in the world because we have the ingenuity and all that sort 
of thing, which is a fine thing to say, but now you have developed a 
thesis here. 

In some regions it is hard for us to compete with the Russian bloc 
for the simple reason that they are a regimented economy. Haven't 
you said that? 

Mr. Mann. That is correct. 

Senator Pasrorr. Now, then, in a lesser degree we find the same 
situation with the economies of even some of our friends. 

You wouldn’t say that France and Great Britain, Italy and Japan 
are free economies like our own, are they ? 

Mr. Mann. Well, I think it is very difficult to generalize on this 
because each country—no country has an absolutely free economy, 
totally free, but I would say that the United Kingdom, for example, 
has an approach that is very similar to our own, and Germany has 
an approach that is very similar. 

Senator Pastore. Would you say, insofar as the export trade of the 
United Kingdom is concerned, that there is more Government incen- 
tive and more Government participation encouraging this expanded 
export trade of theirs? You will admit that, won’t you? 

Mr. Mann. Excuse me,sir. Will you repeat that ! 

Senator Pasrore. I will repeat that. Will you admit that insofar 
as the United Kingdom is concerned there is more participation and 
more incentive on the part of the Government in performing its ex- 
port trade than you would find here in the United States of America? 

Mr. es I would say in the past tense this is certainly true, 
Senator. I don’t expect it to be true within a very short period of 
time. In the field of exporter credits and guarantees, in the field of 
trade promotion, all of these things, I think we are moving ahead 
very rapidly. 

Senator Pastore. That is the only thing I am saying. I am not 
saying we are sleeping at the switch, but I am just hoping that as a 
result of these hearings we will become more conscious and more alert 
to the kind of a world that we are living in in 1960. 

Mr. Mann. I certainly agree with that. 

Senator Pastore. And bring ourselves up to date. 

We are competing when it comes to our airlines. We are competing 
with countries that are friends of ours. But those airlines are nation- 
alized, and then we meet the proposition that here in America it is 
free enterprise. 

Well, that is true, but I do hope that we will remain modern 
enough that we won’t do the things that will destroy our free econ- 
omy system by recognizing the fact that we are competing in the for- 
eign world with subsidized and with nationalized economies, and that 
is the important thing that we have to bear in mind, because that is 
precisely the one thing that gives us fear with relation to Russia. 

Russia can dump all its aluminum on the market at one time be- 
cause Khrushchev makes that decision. Here in the United States 
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of America it would be almost impossible, because how could free 
enterprise release some of our stockpile to counteract by the same 
dumping process? You couldn’t do it because free enterprise in this 
country doesn’t have that control. 

[ would hope that the State Department, in looking at this pic- 
ture, this great panoramic picture of international trade, will do it 
according ‘to 1960 style and not what the situation was right after 
World War LI. 

Mr. Mann. I not only agree with what the Senator said, but I 
applaud it. We have thought for a year, since this balance of pay- 
ments problem became obvious, and its importance became obvious, 
that this merited, as I said before, very, very high priority attention 
and that we are entering a new world. The dollar gap has disap- 
peared. It isanew problem, a new situation. 

I couldn’t agree with the Senator more that we must adapt and 
adapt quickly with imagination and ingenuity to meet what will be 
the problem of the next decade in the foreseeable future. 

It requires different tactics from the last decade and if there are 
any concrete suggestions about what we can do that we aren’t al- 
ready doing, these would be most welcome. 

Senator Pastore. W ell, you are going to get a lot of ideas. You 
wait until you get the report from this committee. We are going to 
start talking in terms of more representation on the economic side in 
the various embassies throughout the world where a businessman can 
go and see a very important figure with a 10-minute appointment 
rather than hanging around a couple of days in London or Rome to 
get in. 

I write many letters recommending some of our business people 
abroad. Now, I think that up to now the courtesy and the hospital- 
ity have been wonderful, but I think we have to reorganize. We have 
to put very important people at the head of these departments who 

can sit down and talk with our American businessmen and give them 
the lead and give them the direction they want in order to “mneet this 
competition. 

A staff member brought out to me the other day that I think here 
at the British Embassy in Washington, I think they have 200 economic 
representatives. Is that right ? Something like that. 

Mr. Barnes. I think it was 50 in W ashington alone. 

Senator Pastore. Fifty in Was shington alone and how many do 
we have in London? Maybe three or four! 

Mr. Barnes. Five. 

Senator Pastore. Where is your competition there? And here we 
are, we are the bankers of the world, the money lenders of the world 
and the leading economic nation of the world. They have 50 here 
premacting British trade and we have 5 over there promoting Ameri- 

can trade. Things like that ought to be reviewed. We ought to have 
the right number “of people and the right kind of people giving us the 
direction we need; to know what the situation is, not here, but there, 
if we are going to meet with that kind of competition. 

Mr. Mann. Well, Senator, I am sure you know of the move started 
some months ago to increase the number of people engaged in com- 
merical work in the foreign field and I want to assure you that we 
agree with you completely on the importance of this and the need for 
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urgent action and to say that for the past 12 months we have been 
engaged in a reorientation of our whole program. 

I simply want to say this, at the same time, that in the past there 
was a problem of dollar gap. In the past, and in the not too distant 
past, the United States could have sold much more than it did in the 
way of exports simply because we were virtually for a long time the 
only suppliers. 

The industries of Europe were devastated and people had to come 
here to buy from us. 

The problem in those days was, Senator, that to the extent they 
bought more than their resources permitted—talking about the past 
now—it simply meant that the United States had to cover, had to 
pick up the tab for the balance of payments deficit, so that 3 years ago 
there wasn’t the need which the Senator correctly states exists today 
in a most important and urgent fashion. We are entering into a 
whole new complex of problems in trade and our export trade is vital. 
I simply want to say we agree with you both in the field and at home 
that we need to reorient ourselves and give this the highest priority. 

Only last week in my Bureau we appointed Mr. Gardner Palmer, 
who is in the room here today, as coordinator of commercial activi- 
ties, with the sole job and with the rank of Deputy Assistant Secre- 
tary, of seeing that no stone is left unturned in getting this program 
underway in the shortest possible time and in the most effective way 
possible. 

Senator Pasrore. Thank you very much. 

The CuatrMaNn. The Senator from South Carolina. 

Senator THurRMONbD. We are trading some now with Russia, are we 
not ? 

Mr. Mann. Yes, sir. 

Senator THurMoND. We are not trading with Red China or North 
Korea ? 

Mr. Mann. That is correct. 

Senator THuRMOND. You say: 

Our policy is designed to hinder as much as possible the rapid buildup of 
Communist China’s military power and its industrial base. 

That is the reason we are not trading with Red China? 

Mr. Mann. I think that is one reason, Senator, but the principal 
reason I think is the political or psychological reason. 

Senator THurMoND. You also state: 

A desire to limit the expansion of its influence with free world countries. 


Mr. Mann. Yes, sir, that is very important. 

Senator THurmonp. I am just trying to look at this from a prac- 
tical standpoint. If it is bad to trade with Red China and North 
Korea in order not to assist them in the buildup of their military 
power or to expand their influence in free world countries, why 
wouldn’t it be bad to favor Russia for the same purpose ? 

Mr. Mann. I think for very pragmatic reasons: The Chinese Com- 
munist regime has been much more aggressive in terms of penetration 
of the weak—economically weak—neighbors which are around it. It 
has been much more aggressive in the military sense. The danger of 
Chinese Communist penetration in southeast Asia or in Korea, is much 
greater than the risk of Russian penetration in West Germany or in 
France where you have an entirely different type of situation. 
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I would like to say to the Senator that I am in the Economic Bu- 
reau and that I am not the principal architect or the most knowledge- 
able person either, on the political aspects of the China policy. : 

Senator THurmonp. Do you think Red China is more aggressive 
than Russia ? 

Mr. Mann. I think the Korean war in terms of direct aggression, 
the Korean war, the war in North Vietnam where troops as well as 
indirect aid in the form of arms, and direct participation shows that, 
as well as the shelling of the offshore islands now occupied by For- 
mosa, 

I would say from a military standpoint, much more aggressive. 

Tibet ; the movement in toward India; I would say yes, sir, at this 
moment. 

Senator TuHurmonp. There is no question about it, they have been 
aggressive in those areas that you have mentioned. 

The CHarrmaNn. In a military way. 

Senator THurmonp. In a military way. 

Mr. Mann. Yes. 

Senator THurmonpb. But since World War II has ended, Russia has 
taken behind the Iron Curtain Albania, Bulgaria, Czechoslovakia, 
Esthonia, Hungary, Latvia, Lithuania, Poland, Rumania, and other 
countries. 

Mr. Mann. I was directing my remarks principally to 1960. Tothe 
context of 1959 and 1960. 1 don’t wish to appear here as stating that 
there is no such thing as Russian attempts to subvert. As I started out 
by saying, I think this is a pragmatic question and consistency per- 
haps is not as important as the practical consequences of what you 
do. 

I believe from my own visits to the Far East recently that the 
danger there is much greater than it is in Western Europe. I am sure 
people who have thought about this much more than I have are con- 
vinced that there are very great differences in terms of the conse- 
quences of putting a mantle of respectability on the Chinese Commu- 
nist Government and encouraging their penetration tradewise and 
politicalwise in southeast Asia than there is with the more politically 
mature people in Western Europe. 

Senator THurmonp. Is there much difference in us trading, for 
instance, with Red China or agreeing that our allies should trade with 
Red China, from a military standpoint ? 

Mr. Mann. Strictly from a military standpoint ? 

Well, if one defines military as the military consequences of first 
economic, and later political penetration and control of southeast Asia, 
I would say the answer is yes, sir, there is. 

Senator Tuurmonp. After President Eisenhower’s visit to Canada 
in 1958, it was announced the President had assured the Canadian 
Government that an agreement would be worked out permitting the 
Canadian subsidiaries of the U.S. firms to engage in trade with China. 
I believe that is correct, isn’t it ? 

Mr. Mann. I don’t remember the exact words of the announcement. 
I do have some recollection of this problem, Senator, which I will 
be happy to give you. 
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Senator TuHurmonp. What is the difference in us trading in this 
country directly or permitting Canadian subsidiaries to engage in 
trade with Red China ? 

Mr. Mann. From the standpoint of the logic of the argument I have 
just presented, there isn’t any difference, but there is a practical prob- 
lem which arises out of the very strong Canadian Government feeling 
that the very large American investments in the Canadian economy, 
and especially in industries where your U.S. control is total, such as 
the automobile industry, that those industries, irrespective of U.S. 
ownership, should subject themselves to Canadian policy and Cana- 
dian law rather than U.S. policy and U.S. law. 

This is a rather complicated question and the Canadian Government 
took a very strong position that if the Canadian Government wished 
industries within Canada to sell automobiles—I think the case was 
automobiles—to Communist China, the United States, in attempting 
to prevent this through its financial controls, was in effect giving 
extraterritorial effect to U.S. law, which invaded Canadian sover- 
eignty. And in an effort to meet this position in a way which would 
do the least damage possible to our policies, we reached an under- 
standing with the Canadian Government. 

As far as I know, Senator—and this is something that I haven't 
looked at in the last 3 or 4 months 

Senator Tuurmonp. You don’t know whether such agreement has 
been worked out yet ? 

Mr. Mann. Yes; I said agreement has been worked out. I was 
about to say—an understanding. I don’t think this was in writing. 
It was agreed that the Treasury Department would pass on each 
individual instance which would involve an American subsidiary. 
We consult with the Canadian Government and we try to reach a 
mutually satisfactory agreement on the way to handle each one. 

I would like to say that as far as I know, while offers have been 
made to buy Canadian products produced by American subsidiaries, 
to my knowledge, no such Canadian products have ever been shipped, 
and a large part of this problem stems from all kinds of offers which, 
when you say “Well, when do you want them shipped and where is 
the money,” they seem to dissolve into thin air. 

So far as I know, this is not a problem of any large proportion, 
simply due to the inability of the Chinese to carry through on their 
offers. 

Senator TuHurmonp. If our trade with China would help to build 
up her military machine, naturally the trade of our allies with China, 
such as Canada, would also help to build up her military machine too, 
wouldn’t it? 

Mr. Many. I think that is correct, sir. 

If I could, just for the purpose of clarity, I would like to state that 
the volume of trade that would result with China has been oftentimes 
overestimated. Probably we all agree in the State Department that 
there is a difference between the position taken by the United States 
on this issue from a political standpoint; there is a difference between 
the position which we take as leader of the free world in that part of 
the globe, and the position taken by another government. 

We are the ones which are principally holding the line on this 
question of nonrecognition, and our whole psychological and political 
posture, it is all tied together in one package and it is the psychologi- 
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cal effect of appearing to relax, of giving a mantle of respectability, 
of encouraging southeast Asian countries to buy and to accept trade 
missions and embassies and that sort of thing that causes us concern. 

Senator Tuurmonp. Understand, I am not trying to embarrass you, 
[ just want to bring out these facts. 

On the most-favored-nations treatment question, if section 5 of the 
Trade Agreements Extension Act of 1951 were repealed—that is, the 
section prohibiting a reduced duty or other concession in trade with 
the Soviet Union—the United States could then apply most-favored- 
nations treatment to favor the Soviet Union, could we not? 

Mr. Mann. We could do it; yes, sir. 

Senator THurmonp. Would the Department favor the repeal of 
section 5 at this time? 

Mr. Mann. Senator, this is something I haven’t given considera- 
tion to and consulted with my colleagues about. I don’t want to give 
an irresponsible answer. I don’t know. I could insert a statement 
in the record if you wish but at this moment I just don’t have a clear 
answer. 

Senator Tuurmonp. I would like for you to do that. 

Mr. Chairman, I would like for his answer to be inserted, if you 
would get the Department’s position on that question and place it in 
the record. 

(The following statement was submitted for inclusion in the 
record :) 

Section 5 of the Trade Agreements Extension Act of 1951 denies to the 
U.S.S.R. and any nation or area dominated or controlled by the foreign gov- 
ernment or foreign organization controlling the world Communist movement the 
benefit of concessions contained in trade agreements entered into under the au- 
thority of section 350 of the Tariff Act of 1950, as amended and extended. The 
Department has not advocated the repeal of section 5, although it recognizes that 
some flexibility in its terms might be helpful in our relations with the countries 
concerned. 

Senator THurmonp. What effect would most-favored-nations 
treatment have in this case upon the U.S. producers and consumers? 

Mr. Mann. That is an awfully big question. It would mean cer- 
tainly that Russian trade in the U.S. domestic market would be fa- 
cilitated and to the extent that they shipped goods to this market, 
that there would be a greaer competition with American producers. 

On the consumers, to the extent that they exported and we im- 
ported Russian goods which were very low priced, cutrate priced, the 
consumer would, from an economic standpoint, benefit because he 
would pay less for what he is buying than he would pay if he were 
buying from an American producer. 

Senator Pastore. Until he lost his job. 

Mr. Mann. Until he lost his job? The escape-clause provisions of 
the Trade Agreements Extension Act of 1951 and the provisions of 
the Antidumping Act of 1921, as amended, would be available as safe- 
guards against serious injury due to increased imports resulting from 
the application of concessional rates of duty and from dumping. 

The Cuarrman. And that would be true of goods produced in some 
of the other countries of the world too, would it not, the same thing? 

Mr. Mann. Yes, sir. 

The CrarrmMan. Japan, West Germany? 
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Mr. Mann. Yes, we are talking primarily about—I think the 
danger is greater, Mr. Chairman, in these countries which don’t have 
the price and profit incentive and which are capable for political rea- 
sons of going ahead regardless of price than it is in a free economy 
country and which nor mally can’t stand large losses over an extended 
per: iod of time. 

Senator THurmonp. Do you think of any specific advantages that 
the Soviet Union would secure from the most-favored-nations treat- 
ment other than what you say ? 

Mr. Mann. Well, I think that is the principal one, Senator. There 
would be again the psychological consequence among other nations 
that since we do this we believe it would be appropriate for other na- 
tions to do likewise. This is always a factor. 

Senator Tuurmonp. Now, under its present organization, would the 
Soviet Union be able to grant reciprocal concessions comparable with 
the grant of most- favored-nations treatment by the United States ? 

Mr. Mann. Would you please read that again, sir? 

Senator THurMonp. I say, under its present organization, would the 
Soviet Union be able to grant reciprocal concessions comparable with 
the grant of most-favored-nations treatment by the United States ? 

Mr. Mann. Well, they would certainly be able to enter into an 
agreement saying they would, tariffwise, do this, but the situation is 
so different where you deal not with the entrepreneur, but through one 
state trading corporation, that I don’t know how meaningful this 
would be—this is something I would like to think about—lI don’t 
know how meaningful this would be in terms of actual advantages to 
the American exporter. 

The most-favored-nations treatment has an immediate effect in this 
country because the U.S. Government doesn’t buy all of our imports, 
but no mater how low the tariff was or how few were the restrictions 
in Russia, simply by the state trading corporation saying they weren’t 
interested in buying, you could have theoretically no trade, even 
though there were no tariff barriers. So the advantage which they 
have over us in this sense is very great. 

Senator THurmonp. Now, from a military standpoint, I want to 
ask you this question: What evidence is available to show that our 
controls over shipments of strategic materials to the Soviet Union has 
reduced or delayed the military capability of the Soviet Union ? 

Mr. Mann. Let me say that the military has very strong feelings 
which we share, that these have been effective. There is, as you know, 
a so-called international, or COCOM list of strategic—a limited num- 
ber of strategic commodities. All of the associated nations, including 
the United States, observe this list and we are all agreed that there is 
a limited number of items including atomic weapons and the means 
of their delivery, which, if shipped to the Soviet Union, would di- 
rectly and immediately increase their military strength. 

Then you get into such questions as, suppose you send a certain type 
of communications cable, which if laid alongside the Trans-Siberian 
Railway, could act as an early warning system in the event of planes 
coming in, let’s say in the event of war; planes coming in over Siberia, 
or over the north. 
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I think this would have—most people would say this would give 
the Soviets a direct military advantage which they otherwise wouldn’t 
have. 

I have found, Senator, that it is very hard to generalize about these 
things, but if you look at them commodity by commodity as we try 
to do, and debate them out commodity by commodity, that probably 
all reasonable men would come to about the same conclusions that all 
the Western nations have within the COCOM area, that these par- 
ticular items listed on the international list would, if shipped to the 
Soviet Union, have an important, direct and immediate effect on in- 
creasing the military potential of the Soviet Union. 

Senator Tuurmonp. Now, I want to ask you a couple of questions 
on the effect of increased U.S. trade with the bloc upon our allies. 

What effect would increased U.S. exports to the bloc have upon 
our allies in Europe, in underdeveloped areas ? 

Mr. Mann. What effect would increased U.S. trade with the 

Senator THurmonpb. Exports to the bloc have upon our allies in 
Europe, in underdeveloped areas? 

Mr. Mann. Well, I think they would have very little effect in the 
field of so-called peaceful goods, especially consumer goods. No 
effect whatever. 

When you get into these other fields of exports of what you might 
call strategic items, I think it would have an adverse effect on their 
ability to defend themselves and, of course, every time the United 
States satisfied some U.S.S.R. import need it means they may be de- 
prived of the opportunity of supplying that same need. 

Senator THurMonp. In your opinion would increased imports by 
the United States from the bloc necessarily mean a diversion of 
present imports from third country allies? 

Mr. Mann. Not necessarily, but often this would be the case, and 
I can give you an illustration on this. I think it is very hard to 
generalize on these trade programs. 

Not long ago there was some discussion of what amounted to, in 
effect, a barter for steel, U.S. steel, for Russian chrome. Had that 
transaction gone through, it would have seriously injured the Turkish 
economy because a very large part of their trade with us is in chrome. 
It would have displaced Turkish chrome in our market and this would 
have required us to face up with Turkey to a more difficult balance 
of payments problem than they already have. 

We find that type of problem in particular items. Oftentimes there 
isn’t any adverse effect. 

Senator Tuurmonp. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Mann, at page 8 of your statement you say 
our trade, aid, and mutual security policies are parts of the whole. 
You say the ingenuity, the production capacity of the whole—which 
I presume means the free world in this case, our allies, can meet this 
problem that now confronts us. 

Mr. Mann. What I really meant to say was that our policies should 
be considered as a whole and they all help to stem Soviet economic 
and political penetration. 

The CHarrman. What bothers me is the point that the Senator 
from Rhode Island made. 
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Now, we know now that our total outgo runs around—including 
the deficit and the gap in the balance of trade, mutual security—I 
am leaving out the military—is running a deficit of close to $9 billion 
a year. 

Yow, how long can that continue? 

Mr. Mann. Weare running a balance of payments deficit somewhere 
in the neighborhood of $3.5 billion a year. 

The CHairMan. $3.7 billion balance of payments deficit. 

The total outgo out of my pocket runs close to $9 billion a yea 
That is the difference 

Now, how long can we continue that ? 

Mr. Mann. Speaking i in balance of payments terms 

The CHatrrmMan. The drain is running between $8 and $8 billion 
a year, but let’s get down to just the $3.7 or $3.5 billion. 

Mr. Mann. On the balance of payments side, my information is 

The Cuamman. Most of that is not because of the Soviet-Sino bloc 
but because of the imports and our failure to get markets in other 
areas that our allies are in. Now, how can we consider this problem 
as a whole problem if we include that ? 

Mr. Mann. May I state what I know about this: Our commercial 
account—what. we call our commercial account—the goods that are 
actually exported and the goods that are imported show a slight bal- 
ance. I believe counting Public Law 480 and other things, a ‘balance 
of somewhere in the neighborhood of $1.5 or $2 billion a year. 

The Cuarrman. On the plusside? 

Mr. Mann. On the plusside. Our commercial account; yes, sir. 

The Cuarrman. In trade? 

Mr. Mann. Yes, sir. 

The CuarrmMan. But you are including Public Law 480? 

Mr. Mann. Yes, sir. 

The Cuatrman. That is in soft currency, is it not? 

Mr. Mann. Yes,sir. A billion five of this 

The Cuatrman. Do you think we will ever realize anything in the 
soft currencies? Tome that is outgo. 

Mr. Mann. Werealize something, Senator. All of us would—— 

The Carman. We sit in the Congress of the United States every 
day figuring out how we can give those soft currencies back to the 
other people. We figure out schemes and public works and roads and 
education—everything we can think of to turn the soft currencies 
back. 

Now, I join with that, but it is still outgo from the American people. 

Mr. Mann. I think if we are talking about Public Law 480, which 
is the largest generator of our 

The Cuarrman. We were talking the other day on the floor about 
these monuments in Egypt. We are going to use some of the soft cur- 
rency to preserve the monuments in Egypt. We are figuring out the 
development between Pakistan and India. The argument for it was 
that we had rupees over there that we never could use ourselves or 
never get back and therefore we should add some hard money to de- 
velop it and use that soft currency. 

Mr. Mann. What I hoped to say in the beginning—I am not dis- 
agreeing—I said that some of these currencies can be used, some of 
them were set aside in every Public Law 480 agreement for US. uses, 
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a very considerable sum. Some were set aside for local uses and these 
are loaned back for economic development, or in some cases granted 
back for economic development projects; that is correct, sir. 

The CHatrMan. Well, if I can st ay here long enough—and it won’t 
be very long—there will be a bill in to relieve and give back to the 
countries a lot of soft currencies that have been lying there that we 

can’t find monuments to preserve, and you know that. We know that. 

Now, I don’t say that is right or wrong. I don’t argue the merits 
of it, but it is an outgo from the American people. Somebody is pay- 
ing out. 

Mr. Mann. Mr. Chairman, could I say one thing? Just strictly 
from an economic standpoint and without getting ‘into agricultural 
policy about which I know very little, there are many people who be- 
lieve that if the U.S. economy, if the U.S. farmer were free of all 
controls and able to produce wheat and corn and things that we now 
ship out under Public Law 480, that we would be one of the most 
highly competitive nations in the world. Historically we always have 
been. 

The Public Law 480 transactions are a product 

The Cuarrman. I understand and I voted for the bill and all of us 
on this committee have, but we are talking now about a cold, hard 
condition. 

Mr. Mann. Yes, sir. 

The CHairMAn. Now, you might say that the soft currency relieves 
us from appropriating hard money for certain things, that we might 
think would be necessary in our mutual security program, but it is 
still an outgo and that is what is bothering us. It is gone from 
America. 

Mr. Mann. To the extent that we don’t get dollars, hard cur- 
rency dollars for our wheat, this is correct, sir. 

The Cuairman. We hope it will come back in good will but it is 
not a tangible thing that is ever coming back to the United States. 

What we are trying to do is come up with a solution, because we 
have great ingenuity in the free world—some solution that will close 
this so-called outgo and do it still within the framework of Public 
Law 480 or some other program we may have. But I don’t see that 
happening. The trend has been just the reverse, and that is what 
is bothering all of us. 

As the Senator from Rhode Island pointed out, a lot of it is due 
to the fact that our allies are getting back economically and they 
are causing the gap to become greater. 

[t is not the Sino-Soviet bloc which poses—I agree with you, you 
can’t separate that from the political situation. 

Mr. Mann. I wouldn’t want the chairman to think that the State 
Department—I hope I have made this very clear—doesn’t consider 
that there is a problem here. I ee the report prepared by the 
staff was excellent and factual. I don’t agree with all the recom- 
mendations, but I thought the analysis of the economic situation and 
particularly the balance of payments situation was very good. We 
agree with it completely. 

The Crarrman. You have the serious situation of pouring money 
into a mutual security program which takes care of our allies and that 
in turn results in our allies getting into more markets, which is only 
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natural, causing this gap. As someone said here the other day, we 
are like a dog chasing our tail. 

Senator Pasrore. I said it. 

The CHarrMan. Yes. 

And we are trying to straighten the dog out. I don’t know how 
we do it. We want to keep the tail if we can, but the State Depart- 
ment in this testimony hasn't offered much specific help. 

Mr. Mann. May I run over what we have already done? 

The Cuatrman. I know what you have done. 

Mr. Mann. In terms of specifics. 

The Cuarmman. I am on your appropriations subcommittee. I 
what you have done and what you haven’t done. 

Mr. Mann. The export credit guarantees us—— 

The CuHatrMan. That was only at the prodding of the Congress 
that finally they sent that down. 

Mr. Mann. The Congress, Mr. Chairman, in its wisdom—sometimes 
these problems arise and we all go to work together, but certainly who- 
ever “borned” the idea, it was something we worked on and supported 
and pushed very aggressively. 

The export-promotion program under the chairmanship of the 
Department of Commerce is something which we have worked on very 
aggressively. 

The Cuatrman. I understand all we are doing to beef up our com- 
mercial attaché problems, to beef up the activities of the Department 
of Commerce, and to provide a lot of aid and assistance to American 
businessmen, more than we have in the past, so they might go in and 
do more selling of American goods. 

But we still have this really serious problem and, if you add it up, 
it will come out more than that in some cases, for the simple reason that 
in beefing up these economies it causes us to have to give domestic 
subsidies, 

I could take the American merchant marine and add another bil- 
lion dollars to my figure because we have as a part of the whole beefed 
up the maritime countries of the world who are now in competition 
with us—which is all right—but we have to pay more subsidies to keep 
our own merchant marine going. 

Now, where does this circle end? That is what we are trying to 
find out. 

Mr. Mann. May we talk for a moment about the degree of the bal- 
ance-of-payments deficit? I think this might help to clarify this. 

For 1958-59, we ran a deficit somewhere in the neighborhood of 
$3.5, $3.7 billion. In the last half of 1959 and the first. part of 1960, 
U.S. imports have remained rather steady. U.S. exports have in- 
creased sharply. I don’t know what the balance of the deficit will be 
in 1960 but there are better economists than I who anticipate it will 
be much less. 

Now, this also means that our commercial-account balance ought 
to improve in the same degree. 

This doesn’t mean the problem isn’t serious and that it doesn’t merit 
attention, but, as I have said before, we have done a great many 
things and anything else we can do, that is practical that will help, 
we are not only willing but anxious to do it. 
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The Cuatrman.' I suppose you wouldn’t express an opinion on this 
that wasn’t a State Department opinion, but do you think we ought 
to now, in view of this situation, evaluate mutual security—at least 
use a yardstick to determine whether or not American mutual security 
aid is producing something that is going to be competitive with us? 

Mr. Mann. Well, Senator, I think most of us believe that as nations 
develop, while they give us more competition in certain fields, the 
total level of our export trade increases. Now, this has been the case 
with Canada, for example. Canada isa highly industrialized nation. 

The CHarrman. Canada is no example here. 

Mr. Mann. I think you can say that the history shows that the 
level of U.S. exports with highly industrialized nations is always 
much higher than it is with nations that have only agrarian economies 
and very small purchasing power. So that you do get a balancing 
off there of the disadvantages of industrialization with the increased 
ability—and history shows they actually use this money to buy U.S. 
exports. 

I think most economists believe that export trade should rise, rather 
than decline, as other nations become industrialized. 

The CuHarrman. I think there is a wide difference of opinion on 
that, but I am not an economist so I can’t disagree with any opinion. 
All I know about are the figures and all I know is that we have to pay 
taxes and we have to appropriate money, and we seem to have a dif- 
ferent approach to a balance of trade deficit than other countries 
would have. 

I don’t know why. Do you think the United Kingdom would let 
this sort of a deficit go on if they could—at least to the extent. that 
they would buckle up a little bit by participating and aid the coun- 
tries that helped cause the deficit, wouldn’t they, for their own 
protection ¢ 

Mr. Mann. I think any country which must increase its exports 
should take practical steps to see that this is done. 

In the case of the United Kingdom, they live by trade. This is old 
shoe to them. In the case of the U.S. economy, this is a relatively 
new factor because of the balance-of-payments problems, and all I 
mean to say, Senator, is not that we don’t have a problem; I want to 
say again, it isa very serious and important problem, but I think we 
should and will and are taking steps to be just as aggressive in pro- 
moting exports as any Western European country is. 

The Cuarrman. I wanted to ask a couple other questions just for 
the record, and I assure you I don’t want to belabor the point of the 
political decision. I disagree with most of it, so we would just get into 
an argument. But it is true, for the record, that we are the only coun- 
try in the free world with an embargo on Communist China and North 
Korea. Is that correct? 

Mr. Mann. No, sir; there are others. 

The Cuarrman. I probably should say total embargo. 

Mr. Mann. Yes, sir. 

The CHarrman. Weare the only one with a total embargo. 

Mr. Mann. No, sir; I believe the Republic of Korea, the Republic 
of China, the Philippines, Vietnam, and Thailand all have complete 
embargoes on trade with Communist China. 
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Senator Pastore. Well, I still stick with the statement of the 
chairman. I mean, What. does that amount to? What has Thailand 
to sell that would make any difference, or the Philippines, when these 
people are being sustained and supported by us? That goes for For- 
mosa and that goes for Korea. 

The practical proposition is, the industrialized nations of the free 
world do not embargo with the exception of the United States. 

Mr. Mann. I will repeat again that the China policy is largely a 
political one. If you look at the record of the countries who trade 
with China, who have no embargo, the United Kingdom and Japan, 
those who have gone all out, I think one must come up with the con- 
clusion that. what we are talking about is a very, very small volume 
of trade. A small fraction of 1 percent, and that one must. balance off 
the very limited advantages that one would get from that with the dis- 
advantages that flow from a change in our whole attitude and posture 
toward Communist China. This is not an easy question, Mr. Chair- 
man, but 

The Cuarrman. And I think the figures would show that. I think, 
as you said, we are thinking in 1960 : and I hope the State Department 
is thinking to 1970 and to 1980. Whereas those figures may be small 
now, there are still 600 million people in the area; is that correct? 

Mr. Mann. Yes, sir; about that. 

The CHatrmMan. And while we have been here, there have been 
2,500 born, just this morning, while we have been sitting here. 
born , Just this morning, while we have been sitting here. 

Mr. Mann. There is no doubt of that. 

The CuarrMan. Five hundred every 15 minutes. 

Mr. Mann. I am not sure whether this population problem in 
China increases their ability to buy from us or decreases it. 

The Cuarrman. Trade starts with the wants of people. There 
wouldn’t be any trade at all if people had no wants. 

Mr. Mann. The trouble is in dealing with the Sino-Soviet bloc that 
the wants of the people is a factor which is not even taken into ac- 
count in international trade. 

The Cuarrman. The wants of people sometimes prevail in these 
respects. I am sure the State Department has told me many times 
that Khrushchev makes a lot of moves because of the pressure of the 
wants of his own people. That would be correct; wouldn’t it? 

Mr. Mann. I think in the long term, if you are talking about a 
gradual thing; yes. If you are talking about trade in 1960 

The Cuartrman. Now, it is true, for ‘the record, that the other coun- 
tries that do trade with Red China, our allies, buy goods from us— 
nonstrategic, not on the list—and tranship it to Red China; is that cor- 
rect ? 

Mr. Mann. Not to my knowledge, Mr. Chairman. 

The Cuarrman. You better have the consul in Hong Kong send 
you a letter. 

Mr. Mann. I will be glad to look into that. This is a new subject to 
me. I haven’t heard of this before. 

The Cuairman. You have no oe of any shipments of Amer- 
ican goods that have been sold to our allies where it has been trans- 
shipped into Red China? 
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Mr. Mann. Mr. Chairman, I will answer that one very respon- 

ee I have no knowledge of any transshipments of American 

s into Communist China, but I wouldn’t want you to deduce from 

that that I am the repository of all knowledge and this means there 

have never been any transshipments. It is something I will be glad to 
look into. 

The CuHarrmMan. There would be very little to prevent them unless 
our allies themselves would prevent it. 

Mr. Manv. I think this gets us into a legal ground that I am not 
sure of, but I would imagine that the Trading With the Enemy Act 
which I had something to do with years ago, many years ago, 
would 

The CuarrmMan. Well, if Great Britain is trading with Red China 
and Great Britain buys X number of iceboxes from us and then 
transships them or sends them over to Great Britain and puts them in a 
warehouse, she can sell them to Red China later; can’t she? 

Mr. Mann. I don’t believe she can under our controls, Mr. Chair- 
man, if we were aware of it. I think the law provides for immedi- 
ate steps to be taken in the event that sort of thing occurs. 

I understood what you were asking was whether in spite of our con- 
trols, the Treasury controls and the commerce controls, whether any 
transshipment has ever taken place. I said that I didn’t know of 
any. 

I do know in certain cases where we think there is a possibility of 
transshipment that we obtained assurances that there will be none and 
that we make every effort to prevent them, and I think those controls 
are effective, but this is a subject, as I say, that I haven’t spent a great 
many hours on. 

The Cuarmrman. Now, you refer to expanded exports to Poland 
during the past 2 years of commodities essential to the Polish civil 
economy and you indicate this is an outgrowth of credit and sales 
agreements. 

Could you explain in more detail the nature of these agreements 


and the reasons for negotiating these agreements with Poland and not 
other members of the bloc 4 


Mr. Mann. Yes; I will do my best. 

This statement refers principally to Public Law 480 type transac- 
tions with Poland. We have signed two or three in the past, two or 
three Public Law 480 agreements and have shipped considerable 
quantities of our agricultural surplus products. 

We do this on the basis that it is in the U.S. interests to reduce 
the degree of dependence of the Polish economy on the Soviet Union 
and that to the extent, in that country that we can encourage trade 
ties—permanent trade ties between Poland and the West, that. this 
will serve our policy objectives. 

The CuarrMan. Now, in negotiating an agreement with Poland, 
does the Department feel in anyway this increased trade with Poland 
might have, as you say, reduction of economic reliance of Poland 
on the Soviet Union ¢ 

Mr. Mann. Yes, sir. 

The Cuarrman. Why wouldn’t it have been to our benefit to nego- 
tiate with other satellites in the same way ? 
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Mr. Mann. Well, there also enters into this question the element of 
whether there is any desire on the part of the Government of the 
particular satellites to divorce itself, to reduce its dependence on the 
Soviet Union. 

We trade, for example, with Yugoslavia. which is a Communist 
state, but which maintains a certain independence in terms of its own 

licy. There have been times that the Polish Government and the 

olish people maintain, insofar as it is possible—— 

The Cuatrman. In other words, what you are trying to say is, the 
State Department considers there are different political reasons in- 
volved in these other cases? 

Mr. Mann. That is one way to put it; yes, sir. 

The Cuatrman. But the principle remains the same; does it not? 
The basic principle, that if we can make trade agreements with any 
satellite country, one of the justifications for it would be that we could 
help loosen their economic ties with Soviet Russia ? 

Mr. Many. Yes, sir; wherever we see an opportunity to do this 

The CHarrman. And that basic principle might even apply to 
China; would it not ? 

Mr. Mann. If as a practical matter we thought there was any pos- 
sibility of this, this would be a consideration; yes, sir. We don’t 
think so at this time. 

The Cuarrman. I understand your feeling, or the State Depart- 
ment’s feeling but I am saying as a basic principle, the justification 
for trading with satellites has always been the hope—where we give 
an agreement such as this—that we might help relieve their economic 
dependence on the Soviet Union. 

Mr. Mann. That isa very important factor. 

The Cuairman. Now, with regard to this borrowing from the West, 
particularly in the field of advanced technology, you mentioned the 
lack of know-how, let us say, in the plastics industry. 

Now, if they secure these products from the United States which 
benefit the consumer, doesn’t this have the effect of destroying their 
myth of the decadence of capitalism, for instance? 

Mr. Mann. Well, I don’t know how many people would ever appre- 
ciate that the myth has been destroyed, if we were to hand over to 
them our latest technological 

The CuHatrman. There is a possibility they may get a different view 
of what we do over here. 

Mr. Mann. I think they know very well what our industrial plant 
is, and what our technological prominence is. It is not hard to find 
out in this country. 

The CHarrman. Well, would you agree with me that if the people 
of Russia were given more consumer goods they might—maybe not 
their leaders, but their desire to dominate the world would be lessened 
by that? 

Mr. Mann. I think that is a very important factor. 

The Cuatrman. Why wouldn’t the same thing apply to China? 

Mr. Mann. Well, Senator, I think the only difference between us 
in these things is that we doubt that any one single factor is the 
decisive thing. I think these are all things that are taken into account. 








The Cuarrman. There might be a basic application there, too, under 


certain circumstances. 
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Mr. Mann. Shakespeare said, “Cassius has a lean and hungry look.” 

I think this is true, that a fat man, a prosperous man, tends to be 

less revolutionary, more contented than someone who is driven by 
ae But I don’t know that this decides the issue of the China 
policy. 
The Cuarrman. Well, would you agree that trade with any peoples, 
whether we agreed with their political philosophies or not, could have 
the possibility of bringing peoples together, could have the possibility 
of a better understanding that might lead to the relaxation of political 
tensions. 

Mr. Mann. I would; yes. 

The Cuarrman. Trade is a factor, isn’t it ? 

Mr. Mann. Trade is a factor and a very important factor. 

The Cuatrman. I expect the first State Department ever created 
was created because of trade someplace. Negotiating with another 
country. 

Mr. Many. I think that is true. Most of our envoys were consuls 
in the early days of the Republic, I believe. 

The Cuarrman. I am sure the history of Great Britain would bear 
that out. 

I was going to ask you some further questions about China, but I 
think they involve a topside policy which I don’t think you would 
want to answer, or would answer. 

Now you have come to the conclusion down there that Soviet trade 
seems to be, in these places where they pinpoint certain things, more 
for political purposes than for economic purposes ? 

Mr. Mann. Well, certainly the direction of—certainly political 
objectives is a factor in determining where they channel their aid. 
There is no doubt about that. 

The CHatrMan. Would you say your conclusion would be that 
would be more true in underdeveloped countries ? 

Mr. Mann. Yes, sir. 

The Cuarrman. Where they are moving in? 

Mr. Mann. Where they are trying to move in; yes, sir. 

The CHatrman. How many people do we have, for instance, as 
commercial attachés in Africa, do you know ? 

Mr. Mann. Well, Senator 

The Cuarrman. The whole of Africa. 

Mr. Mann. Well, Africa is still emerging. I think there is a new 
state on the first day of every month. We are just really getting set 
up in Africa. 

The Cuarrman. You say you have been looking at this thing for 
ayear. You know where your commercial attaches are located, don’t 
you ¢ 

Mr. Mann. Not nearly as well as Mr. Loy Henderson does whose 
special job it is—administration—it is his office. 

The CHarrMAN. You are on the economic side. You keep in touch 
with them, don’t you? Or do they disappear in the Congo and you 
don’t find them ? 

Mr. Mann. I have a briefing book which is supposed to tell me all. 
If you will give me time, I will look for these figures. 

The Cuarrman. We will put that in the record. 
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Mr. Mann. I have some general figures here that might be of in- 
terest to you, but I don’t think really that I have any at this mo- 
ment which are limited to the Africa side. 

The CuarrMan. Put that in the record. 

(The information requested, appears in the record at this point.) 


The Department of State has five commercial officer positions in Africa. 
These positions are located at the following posts: Casablanca, Morocco; Lagos, 
Nigeria; Freetown. Sierra Leone; and Johannesburg (two officers), Union of 
South Africa. None of these officers has the title of commercial attaché. 

In the Department’s 1961 fiscal year regular budget, a commercial officer posi- 
tion was requested for each of our Embassies at Accra, Ghana, and Monrovia, 
Liberia. In the fiscal year 1961 supplemental budget request, the Department 
is seeking four additional commercial officer positions as follows: Salisbury, 
Federation of Rhodesia and Nyasaland (1); Lagos, Nigeria (1), and Capetown 
and Port Elizabeth, Union of South Africa (1 each). 

At posts where there are no commercial officers assigned, the regular economic 
officers spend a considerable proportion of their time on commercial functions. 
One must keep in mind that only when 51 percent or more of an officer’s time 
is devoted to commercial activities is he designated as a commercial officer. 
There is not a post in the world, including those manned by only one or two 
officers, where commercial work is not performed. Virtually all economic offi- 
cers and many consular officers, as well as principal officers and chiefs of mis- 
sion, devote part of their time to commercial work. The cumulative contribu- 
tion is considerable. In view of the economic and commercial development of 
Africa, the Department has been fully aware of the importance of increasing 
commercial promotion activities and has requested, as stated above, the estab- 
lishment of additional commercial officer positions in the African area. In 
considering the staffing required for the commercial function, the Department has 
considered the complement of economic officers and staff personnel at the posts. 
This factor was particularly important with respect to posts where no com- 
mercial positions had been requested or recommended. In these instances, the 
Department considered that the existing personnel were adequate to handle the 
comparatively limited commercial requirements. 

The Department is fully aware of the need for a vigorous promotion of the 
export program in Africa and additional commercial officer positions are con- 
templated as the need for them develops. 


The CHartrMan. Also is it true that we engaged in trade with the 
Soviet Union for about 16 years before we recognized the Soviet 
Union? 

Mr. Mann. This goes back before my time. I wouldn’t dispute 
that, Senator. If you know that this is the case, I wouldn’t dispute it. 
I simply don’t know. 

The CuHarrman. Also would you check and see how many trade 
missions, or omissions of that nature, the U.S. missions, went to the 
Soviet Union or contacted the Soviet Union prior to recognition ¢ 

Mr. Mann. I will be happy to do that. 

(The information requested appears in the record at. this point.) 


1. Between 1918 and 1933, inclusive, there was trade between the United 
States and U.S.S.R. It totaled $1,003,654,000. Nineteen hundred and thirty- 
three was the year in which.the United States recognized the Soviet Government. 

2. Insofar as we know, there were no official trade missions to the Soviet 
Union during that period, although the American Relief Administration, under 
Herbert Hoover, distributed about 700,000 metric tons of food, provided partly 
from public and partly from private funds, in famine relief in 1921. 

A number of American businessmen resided in the U.S.S.R. during the non- 
recognition period, and a large number of American engineers, technicians, and 
industrial experts worked under contract for the Soviet Government. Also, 
several American companies negotiated concessions in the U.S.S.R. in the 
late 1920’s, and other companies undertook various construction projects under 
the first 5-year plan. 
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Senator Pastore. I was very much intrigued by the questioning on 
United States and Canada, in allowing American subsidiaries con- 
nected in Canada to do business with Red China. 

Now if I understand your thesis, as you developed it here this morn- 
ing, economic trade with China is to be considered an impossibility 
as long as we do not politically recognize China. That is your 
feeling ¢ 

Mr. Mann. I think that is correct, sir. 

Senator Pastore. In view of the fact that the Senate of the United 
States expressed a consensus of opinion that Red China—and the 
resolution was unanimous—that Red China should not be permitted 
in the United Nations, I think we are a long way from recognition. 
At any time you ask a Member of Congress how he feels about this, 
you get. varied answers but in substance everybody is against it and 
that is understandable. 

Now under the circumstances I can understand why we cannot deal 
with Red China as we are presently dealing with Russia, even though 
Russia can buy all the consumer goods it wants in the United States 
and there is no restriction there unless it is in the strategic line and my 
understanding is there has been no call on the part of Russia for any 
sizable amount of American manufactured goods; is that correct? 

Mr. Mann. That is correct. 

Senator Pasrorr. Aren’t distinctions we draw today between our 
doing business, even on a limited scale, with Red China as against 
doing no business at all with—I mean with Russia, as doing no busi- 
ness at all with Red China depends entirely upon the fact that we do 
not recognize Red China; is that correct ¢ 

Mr. Mann. Well, I think it is correct to the extent, Senator, that 
we believe that any change in our policy on trade, or recognition, would 
have a serious impact on neighboring countries. 

Senator Pastore. I agree with that—— 

Mr. Mann. I may have misled the Senator. 

Senator Pasrorr. No, you didn’t mislead me at all. I am just re- 
capitulating in order to set the predicate, or the premise, for my 
leading up to the questioning that I would like to pursue—I mean the 
fact that you may disagree with me in detail. I think, substantially, 
we are in accord, here, as to what gives rise to this situation. 

Now, whether or not it should be ameliorated I tell you very frankly 
I see very little here that the State Department will do without some 
kind of a sanction from Congress, and that is not forthcoming—I 
think we can all agree on that—at least I can state it as my opinion 
as of this moment, that I don’t think there is going to be any move on 
the part of Congress to sanction the recognition of Red China for some 
time to come unless there are certain other developments in cooperation 
on the part of Red China. 

Where does this leave us, now? If we allow American subsidiaries 
that exist in other countries who are today dealing with Red China, 
commercially, in trade, with the exception of these few little countries 
that you enumerated like Thailand, Formosa, South Korea, the Philip- 
pines, but take substantially all the other industrialized countries of 
the free world like West Germany, Italy, Japan, France, United King- 
dom, Belgium, and what have you—if we are going to allow American 
subsidiaries to do what American companies cannot do, then aren’t 
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we encouraging an exodus of American business out of the United 
States in order to act as a subterfuge to accomplish indirectly the 
place of this mantle of respectability—and I am now using your meta- 
phor—over Red China which we feel we cannot do? Aren’t we doing 
indirectly what we refuse to do directly? And what is the difference? 

If Ford is going to set up a subsidiary in Canada; if Nicholson 
File Co. in Providence is going to set up a subsidiary in Canada; if 
every other manufacturing concern is going to set up a subsidiary in 
Canada in order to do business with Red China—then aren’t we doing 
indirectly what we are prohibited from doing directly? And where 
is al] this going to lead us? Or aren’t we just kidding ourselves ? 

Now, will you make an observation on this? 

Mr. Mann. Senator, I would like to start off by saying that this 
theoretical possibility is one that we have given a lot of thought 
to in the State Department. The fact of the matter is that we have 
not given, according to my understanding—Treasury has not given, to 
any American subsidiary in Canada or anywhere else, carte blanche 
authority to trade with Red China. The procedure is that a firm 
which receives a request from the Canadian Government to export one 
of its products must still file an application for a Treasury license. 
This Treasury license will be ceenaed on its merits and probably 
discussed at the diplomatic level with the Canadian Government. 

Now, to my knowledge, no American firm in Canada or anywhere 
else has ever actually shipped any of its products to Communist 
China, so that the question today is one that one might conjure with 
in the event this practice were to become widespread; but as a practi- 
cal proposition, up to this moment, I believe, it doesn’t present us 
with the problem you just described. 

Senator Pasrore. Perhaps I misunderstood you, but in the ques- 
tioning of Senator Thurmond, did you say the matter was under 
advisement in the State Department? Did I understand you to 
say that? 

Mr. Mann. I could have. I hope I didn’t, Senator, I don’t know 
what that would mean. We have discussed this with the Canadian 
Government. It is possible that we will have additional discussions. 
This problem has been quiescent, since the only case that ever came 
to my personal attention was that the American-owned automobile 
industry in Canada had an offer from China to purchase so many 
trucks. A license was denied. The Canadian Government took the 
position which I described a moment ago. We discussed the problem 
with the Canadian Government and said we would take its views 
into account, on an ad hoc basis, in individual cases. 

I don’t see everything that comes through by any means, but to 
my knowledge the problem hasn’t arisen since then. 

Senator Pastore. Is it safe for me to assume that insofar as a 
policy is concerned, a long-range policy, it remains status quo? 

Mr. Mann. I think that is fairly accurate, sir. 

We would be most unhappy if the situation which you described 
were to come about. This would obviously be a serious problem 
that would have to be taken into account. 

Senator Pastore. I wouldn’t want to make a speech now, but it 
would be rather paradoxical, in my opinion, if we maintain the 
argument—and it is a good argument—that we can’t afford to give 
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this mantle of respectability without losing prestige and dignity in the 
East and the Far East—if we began to trade with Red China, inas- 
much as this dispute exists between us and we refuse to recognize 
her or admit her in the United Nations and then we turned around 
and began to give these licenses to American subsidiaries in other 
countries—and thereby give this mantle of respectability. 

Weare going to argue it one way or abandon the argument. 

Now, I realize some people are confronted with the fact, that here we 
are helping them in many instances, and did help in the past our part- 
ners in the free world, and they are doing business with Red China 
which we don’t like. But after all we have to recognize the fact that 
they are sovereign powers and they have a right to disagree with us 
and we just can’t be turning our backs to one another because at times 
they don’t agree with us. It is definitely the American policy, and 
I think we are just as adamant in this country as they may be in that 
country. 

I tell you very frankly, I don’t think there is going to be any recog- 
nition of Red China until the U.S. Congress gets around to it, and 
in my humble opinion that is a long time coming. Until Red China 
begins to show an aptitude to live in the free world as a decent, re- 
spectable government—thus far, they haven’t shown any manifesta- 
tion of that. 

I was in Geneva in 1955 when we were negotiating this problem 
through our representative—I think Ambassador Johnson—in the 
return of our American prisoners who were confined in China, and 
nothing ever came of that. It was just a protracted meeting that went 
on like Tennyson’s brook—nothing ever hétipened: Until Red China 
shows a manifestation to deal with us in an area of respectability and 
in good faith I don’t think there will be any recognition. And I don’t 
think there will be trade with Red China until recognition comes 
first. 

But I hope we don’t begin to deal in paradoxes. That is, what we 
don’t permit an American manufacturer to do, we will permit a sub- 
sidiary to do. And while you have said that would be decided on an 
ad hoc basis I would hope that we would be firm. 

Mr. Mann, I think all of us in the State Department share that 
view. I hope thisis a bridge we never have to cross. 

Senator Pistol (presiding). Any further questions? 

Senator THurmonp. No questions. 

Senator Pastore. Thank you very much and until you are invited 
back by our chairman, you are excused. 

Mr. Mann. Thank you'very much. 

Senator Pastore. We will recess until 2 o’clock. 

(Whereupon, at 12:20 p.m., the committee recessed to reconvene at 
2 p.m., the same day.) 





AFTERNOON SESSION 


Senator Pastore. The committee will be in order. 
Mr. Scheuer, you may proceed in any way you like. 
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STATEMENT OF SYDNEY H. SCHEUER, CHAIRMAN OF THE BOARD, 
INTERTEX INTERNATIONAL, INC., NEW YORK 


Mr. Scueuer. It is a privilege to present my views on U.S. trade 
with Sino-Soviet bloc. 1 feel especially qualified in view of the fact 
that one of our group of companies, Intertex International, Inc., has 
concluded many sizable contracts with the U.S.S.R. with a total value 
of approximately $30 million. We also have other projects under 
discussion. These contracts are for productive machinery but some 
raw materials are included. The plants of major suppliers are located 
in 14 States, both north and south, and their subcontractors reach 
into an additional 14 States. The major portion of the total will come 
from New England and Pennsylvania. 

Fortunately, I am able to present my testimony on the basis of 
active participation. All too much current opinion is based on re- 
search and analysis -fter the fact. My views are the result of operat- 
ing observations during my many visits to the U.S.S.R. when I had the 
opportunity of working on all levels with Soviet officials not only in 
negotiating contracts but in discussing industrial, economic, and tech- 
nical matters. I also visited many of their industrial plants. We have 
also been in contact with the planning and trading agencies in Czecho- 
slovakia, Bulgaria, Yugoslavia, Rumania, and Poland. 

As background, I might mention that I was in the Government serv- 
ice from 1942 to 1945, finally.as Executive Director of the Foreign 
Economic Administration and as Executive Vice President of the U.S. 
Commercial Company. This gave me a valuable opportunity to nego- 
tiate with all nations except the enemy in the development of re- 
sources and procurement of wartime requirements, licensing of im- 
ports and exports, and lend-lease, responsibility for which resided in 
these agencies. 

I also served as a delegate to the Inter-American Conference on 
Problems of War and Peace at Mexico City in 1945 and was a member 
of government economic missions to Japan and Germany. 

I believe it is in the interest of the United States to expand trade 
with Communist countries. I know it is in the interest of Communist 
countries to expand trade with the United States. The advantages 
of such trade are mutual and will yield early and direct benefits to our 
economy and, I believe, unmistakable but delayed advantages to the 
economies and citizens of the buying nations. 

I believe the normal objectives of trade are accomplished and our 
broad national interest are advanced by such increases in trade. The 
buyers need the industrialization and technology which we and other 
Western nations can supply. None of it is of direct military value. As 
to indirect or potential military value, I feel a case can be made by 
extremists that all exports serve to relieve the overall domestic econ- 
omies of Communist nations and, therefore, the recipent countries are 
in a position to release other productive resources for direct military 
needs. This seems a rather sterile and extreme view, especially so be- 
cause our friendly European and Asian competitors are willing and 
anxious to supply the facilities needed. 

Their bookings have grown throughout the past 2 years and be- 


ginning in 1960 will record substantial increases throughout the 
decade. They accord generous hospitality to the buyers and tech- 
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nicians of Communist countries. Much of this activity has been en- 
couraged by the governments involved—Great Britain, France, West 
Germany, Italy, Holland and Sweden. The U.S.S.R. has entered 
into trade agreements with most of these countries and I recommend 
the review of these undertakings by this committee. 

U.S. manufacturers have not been receiving their fair share of 
available orders. There are many reasons for this; none insurmount- 
able. The distance between the U.S.S.R. and the United States is 
great and communication is slow and sometimes difficult. We are 
unaccustomed to doing business with state trading corporations and 
we dislike the bureaucracy involved. Moreover, we are troubled 
ideologically and, sometimes, therefore, are not at our best in dealing 
with these government agencies. And, too, our characteristic Ameri- 
can impatience does not help. 

I believe U.S. private enterprise is not at any serious disadvantage 
in doing business with state-controlled corporations. We need not 
and should not change our principles or methods of doing business. 
Our strength, I believe, lies in the very fact that our system is de- 
monstrably better, whatever its faults. I am confident, indeed have 
demonstrated, that American industry is fully capable of trading 
with Communist state agencies. It should be noted that on business 
transactions with the U.S.S.R. her performance in meeting contract 
and credit requirements has been of a high order. There is no differ- 
ence of opinion as to this. 

Our laws put our industry at some further disadvantage as against 
our foreign competitors. I mention the Johnson Act and the Battle 
Act in particular. I am not now assessing the value or timeliness of 
these enactments.. I am stating facts which impede the flow of 
trade. The delay in arriving at a lend-lease settlement is also a de- 
terrent. The fact that the U.S.S.R. does not enjoy most-favored-na- 
tion status acts as a barrier to two-way trade. Even if most-favored- 
nation status were restored, I do not see the possibility of imports 
increasing quickly, nor of their attaining dimensions which would 
unduly distort our trade balance in other areas. When and if we 
have a desire to change the most-favored-nation status of the U.S.S.R., 
we can take measures which anticipate such distortions. 

Our restrictive export licensing policy, affecting trade with Com- 
munist countries, has served more to harass and annoy them than to 
prevent them from achieving major industrial advances, not to: men- 
tion military. Moreover, we are an open society and our technology 
and literature describing our developments are freely available. This 
is an additional reason why our export licensing controls appear to 
have had extremely limited influence upon the industrial objectives 
of the U.S.S.R. 

The interdepartmental agency which passes upon export license 
applications makes its decisions without attributing sufficient weight 
to the. views of industry. In all fairness, it should be said that in 
many instances industry is disinterested because they feel govern- 
ment prefers this attitude. 

Apparently great weight is given to the wishes of the Department 
of Defense in licensing determinations. The views of our military 
as to what constitutes strategic exports do not coincide with the views 
of the military in other Western countries, or if they do, other West- 
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ern licensing authorities evaluate such views differently. Verifica- 
tion of this fact can be obtained by reviewing the items included in 
trade agreements between these countries and the U.S.S.R., as well as 
a list of the exports and contracts for plants which have been 
consummated, 

As this committee knows, licenses have been denied for products 
which were later supplied by our Western European trading part- 
ners. Obviously, when we force buyers to go elsewhere to purchase 
installations, we reduce the likelihood of being favored with later 
orders and, equally important, we lose the renewal orders which in- 
evitably follow. Trade preference must be earned and our competi- 
tors have established an accrual of good will. 

The whole subject of East-West trade resolves itself into a question 
of judgment and evaluation. The soundness and timeliness of such 
judgment, or the absence thereof, can vastly affect mankind’s future 
and our country’s ability to influence world opinion and gain desired 
support and following. Financial profit or loss certainly should not 
be the sole or chief criterion in such determinations. Judgment 
should turn on an appraisement of the political and psychological 
advantages and disadvantages of freer and more notinad trade proce- 
dures. I believe, on balance, the advantages are strongly in our 
favor; and in this I express a judgment which I am prepared to 
elaborate. 

Is “competitive coexistence” a come-on or a trap which we need 
really fear? I do not think so. I have confidence in our demon- 
strated productive and trading talents and, therefore, do not fear this 
competition. I believe we are peculiarly gifted in management, ‘™- 
dustrial and administrative arts, and I am unwilling to put a discount 
on these advantages. 

It took us generations to get where we are; moreover, we have spe- 
cial aptitudes. In overcoming the many problems of vast and rapid 
industrialization and the coordination thereof, much trial and error 
are inevitable. The special abilities and aptitudes called for are yet 
to be demonstrated in the newly industrialized nations. Important 
values which affect competitive effectiveness do not show in Govern- 
ment, statistics or economic plans, nor can considerations of quality 
of product and costs be included in statistical comparisons, 

A judgment must be made too as to the realities and potentialities 
of the so-called Sino-Soviet trade offensive and challenge. I have 
read and heard many opinions on this subject; indeed, most of them, 
and I am not convinced. These views are unoriginal, highly repeti- 
tive and heavily weighted by fear, suspicion and some wishfulness. 
All include references to the tin and aluminum episodes. All imply 
a degree of helplessness to combat or cope with destructive trading 
methods.. I do not believe the U.S.S.R. is in the business of disrupt- 
ing markets as a policy and when she does, it is usually because of 
necessity. Generally speaking, world market prices form the guides 
for her trading. 

I believe U.S.S.R. officials have learned and are learing in this 
area. I believe they have made mistakes and will again. They do not 
like to admit these but they take cognizance of them and change. A 
few examples need only to be cited. Russia’s affiliation with the in- 
ternational tin group evidences a desire to cooperate which was not 
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present at the time she made the foray into the tin market which was 
so widely criticized. The recent announcement of agreement to work 
with and through the DeBeers diamond syndicate is another evidence 
of a desire to work in an orderly manner with other trading nations, 
Only the other day she signified her desire or willingness to join 
within the United Nations on international commodity agreement 
discussions. 

On this subject of trade challenge, I would like to suggest that we 
live in a world of challenge. Why should a challenge publicized by 
the U.S.S.R. be evaluated and dealt with differently from other com- 

etition we have experienced in the past which was not announced 
by governments, but which nonetheless has always been present. Bear 
in mind that success does not always crown the hopes and expectations 
of the challenger. The British, West Germans, Japanese, Italians, 
and others have challenged and are challenging us through intensive 
competition and we are organizing and reorganizing to adjust to the 
realities involved. By our accomplishments we have also challenged 
all of them, and we and the world have benefited thereby. I am con- 
fident our lead in productivity, in quality, in dynamic management 
and in techniques can and will be maintained, especially if we wisely 
and promptly revise some of our trade policies and attitudes. 

Is peace likely to be made more secure in a world of impacted trade 
blocs? I think not. Will it be promoted by a freer movement of 
commerce between east and west? I am confident it will. We do not 
live in a static world and will not. Betterment of the lot of mankind 
is the responsibility of the strong. Accountability for the use of that 
strength will be demanded by future generations. The U.S.S.R. and 
we will be judged in this context. Performance will be the test for 
them and for us. 

The present leadership in the U.S.S.R. has increasingly indicated a 

reater realization of that country’s international responsibilities. 
Keep in mind that Communist countries too have domestic political 
considerations and pressures which must be served, and equally im- 
portant, they are not infallible in judgment or performance. 

In the existing circumstances, I believe we are at a point in history 
when perhaps for immediate but different reasons both nations can 
advance their usefulness and effectiveness through trade. I need not 
emphasize the unmistakable and multiple advantages gained from 
industrialization and trade. When our industrialists, technicians and 
machinery erectors meet and work with their Communist opposites, 
we carry influence and impress them. When the plants we sell come 
into production, they are certain to serve as permanent U.S. ambassa- 
dors testifying to our technical accomplishments and denying the ex- 
aggerations of propaganda. Can the citizens of any nation believe 
that a country producing such equipment is misgoverned? Will they 
not make comparisons? Will they not realize that if living and work- 
ing conditions were not Swveuanle and education of a high quality, 
such accomplishment would not be possible? Might it not occur to 
them that our prevailing freedom creates incentives and prosperity 
rather than exploitation ¢ 

Are we right and our allies wrong in this matter of trade? I think 
a careful, objective, and complete review of our policy is urgently 
necessary. I favor a more affirmative posture on all counts. It is 
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my judgment that we will find the exports generated by a freer trade 
policy increasingly desirable and necessary to our economy in the 
1960’s. Moreover, we are likely to gain thereby many international 
‘political advantages. 

_ In my view, we should be taking the initiative in developing trade 
instead of showing indifference and reluctance. The assumption that 
the consequences of our present attitude only affect the Eastern nations 
is erroneous. We, ourselves, are not impervious and we are likely to 
be less so in the future. World trade not bloc trade should be our 

oal. 

Senator Pastore. Let me ask you, Mr. Scheuer, how did you come 
by this contract of $30 million in textile machinery? Give us the 
mechanics that led to it. 

Mr. Scuever. In the first place, it wasn’t the contract of $30 million. 
My statement was we sold them six plants the total of which approxi- 
mated $30 million. The last plant was a little less than $20 million. 
Is that the plant that you are talking about? 

Senator Pastore. You say “has concluded many sizable contracts 
with the U.S.S.R. with a total value of approximately $30 million.” 
Taking your figures 

Mr. Scuerver. I thought you said “that” contract. I beg your 
pardon. 

Senator Pastore. I am taking your figure in your statement. 

Mr. Scuever. Now, what is your question, sir? 

Senator Pastore. How did you approach it? What contacts were 
made and how was this whole thing done? 

Mr. Scuever. Initially I had a feeling that we weren’t making too 
much progress in fostering diplomatic and human relations in working 
with these people on tangible things in which they might be interested, 
and felt that that would be desirable. 

Four or five years ago we quoted them on large amounts of textile 
machinery and other machinery and nothing eventuated. I decided 
to go there about 214 years ago and we broke down their resistance 
and met with their planning agencies for days on end and visited 
their textile plants. 

We told them what we thought of their textile plants, which was 
not very complimentary. There are some very adequate reasons for 
the deplorable condition of all their industrial plants—the war, and 
so forth. 

We then invited as a private entrepreneur a delegation from Gos- 
plan to come to the United States and see what we were doing and look 
at our machinery. That was the inception of our business. 

Senator Pastore. When you say “they” do you mean Soviet Gov- 
ernment officials or businessmen ? 

Mr. Scuever. In the Gosplan everybody is a Government employee 
in effect. 

Senator Pastore. You say 5 years ago you discussed this. Did 
they approach you or did you approach them ? 

Mr. Scuever. They approached us as a matter of fact, I think, 
if my memory is correct... They gave us an inquiry on machinery. 

Senator Monronry. Going back to the dumping in a trade offen- 
sive. You point out the tin and aluminum episodes are passed and 
that they have now joined the national tin conference. 
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Do you feel that that is a necessarily definite indication that they 
will not again resort to these matters when it pleases them to do so? 

What I have in mind is the Egyptian cotton deal of several years 
ago where they traded MIGS and bombers for the Egyptian cotton 
crop. The Egyptians the next year, since this went through Czecho- 
slovakia, the Egyptians next year found their long staple cotton 
dumped back into their own market, competitively at a lower price 
than they could hold it at. This was several years ago. 

We had an evidence of cast iron being priced below cast iron being 
made in Buffalo at about the time of the steel strike. I can’t find 
myself as sanguine as you are that there is any proof yet that they 
feel that steady world markets are to be desired and that a little bit 
of pirating and sharpshooting might not still be a policy they would 
like to engage in. 

Mr. ScueveEr. I am very sympathetic to your questioning on that. 
I think there is no sure answer. It is again a matter of judgment. 
My feeling is, it depends upon the degree of freedom in world trade 
that is attained and that is granted them primarily by the United 
States. 

The industrialization of a vast conglomeration like the U.S.S.R., or 
our own industrialization, cannot be done, cash on the barrelhead and 
will not so be done. The granting of credit is a very profound policy 
determination that has to be made by our Government, sometime, 
somewhere. 

I have my own views on it but that it not germane to this discussion. 

Senator Pastore. May I interrupt at that point? 

Now, how about your transaction? Was that cash on the barrel- 
head ? 

Mr. Scuever. No; it was 30 days or 40 days after documents are 
received. 

Senator Pastore. But it is reasonable cash ? 

Mr. Scuever. There is no credit from that standpoint. 

But the point is that these people, as I view them, are hungry for 
status. They are hungry for the status that any gesture from this 
country could give them. I think they need it psychologically. 

My own judgment is, if I may be so bold as to say, if we had taken 
a step of this kind affirmatively in the last 6 months that perhaps 
the summit conference might have been a little more resilient than 
it will be because they have to deliver something in this kind of system 
that they have. Their three top men who visited us—Mikoyan, 
Kozlov, and Khrushchev—all urged their desires for increased trade. 
A gesture no greater than our Allies have already made would have 
evidenced a substantial accomplishment for Mr. Khrushchev. 

But I would say that in the main—to be more specific on your 
question—they desire not to break markets because they find it is 
embarrassing for future trade relations. It is just a practical deter- 
mination on their part. 

Senator Monroney. Of course, they are very free in international 
conferences and in their own propaganda to charge our surplus agri- 
cultural sales to dumping and to try to maintain a propaganda ad- 
vantage over what to us appears to be a rather benevolent gesture to 
hungry nations. It is quite inconceivable how our operation which 
is to us explainable, could fit in with their continuing, I fear, ex- 
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cursions into market disruptions. They undoubtedly know, as a 
completely state-controlled economy, that we are at a disadvantage to 
meet dumping. In other words, the aluminum episode which repre- 
sented a small amount of aluminum world tradewise, collapsed the 
price of about 75 or 80 percent of the aluminum market for some 
period of time simply because of that episode in that price cutting. 

If it is economic warfare they may be phasing into, rather than 
cold military threats, that their system is adapted more to meet that 
because it is just written up to the cost of the taxpayer and doesn’t 
have to come out of Aluminum Corp. of America or R. J. Reynolds, 
Reynolds Aluminum or other firms of that kind. 

Mr. Scuever. Time is marching on for them as it is for us and as 
it is for other nations. 

They are not as high, wide, and fancy as they might have been a 
few years ago. They are finding their way around the world a little 
bit more. The first generation of peasants sometimes don’t have the 
manners or judgment that a second or third generation has. 

I think it is a matter of timing. I don’t think they are impervious. 
I know they need the goodwill of mankind; moreover, the accomplish- 
ments of their system remain to be demonstrated in my book. 

Senator Monroney. Do you see any evidence that they may at some 
time be willing to join in the international copyright conventions or 
in some way protect in the field of patents, which causes the most 
frequent objection to our industrial and intellectual leaders, this dis- 
regard for what we consider basic personal right ? 

Mr. Scuever. I think they will accommodate in time—this is a 
phased sort of thing. ‘They are very suspicious because they are not 
secure. We have had evidence that they will exchange technical 
know-how for technical know-how. Well, this is a first. indication. 

They will pay cash for know-how that they want, which would be 
the equivalent of a capitalist participation in the life of the plant for 
a certain period. In other words, if I put $5 million on the price, I 
would thereby take $5 million worth of profit of the future earnings 
of that project. We are going to have to do some improvising and 
figuring and imaginative development in our approach to these people, 
but we are not without imagination and without strength and we ean 
use that strength to the better interests, I think, of ourselves and the 
U.S.S.R. 

Senator Monroney. Would this be a proper description of our atti- 
tudes, differentiating between Western Europe and Russia, that we are 
highly flexible in our trade policies to meet competition, to meet. price- 
eutting and even some dumping from our friends in the West, but we 
are suffering from massive rigidity in our trade policy with Russia? 

Mr. Scuever. I think that would be a fair statement. 

Senator Monroney. In other words, you feel on a phase basis to 
try it out with the normal risk-taking businessmen engage in, it is 
worth the effort to experiment with some sales into the Soviet Union 
and see what the results are ? 

Mr. Scuever. Yes, I would say so. 

I feel very upset that so much of this business should be escaping 
us because I think we have better products and I think that we can 
well use the business. I think the prices at which we sell our machin- 
ery are higher than elsewhere, and, therefore, while they have this 
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feeling that the American techniques and machinery are superior, we 
as wise people should take advantage of this and not wait too long to 
have them disillusioned on this subject. 

Senator Pastore. Pinpoint two or three reasons, Mr. Scheuer, why 
this is so. 

I mean, we have been told constantly by the State Department and 
the Commerce Department that there is no embargo as against selling 
goods to Russia, providing they are commodities not of a strategic 
nature, and that the Russians are free to buy anything they want to 
buy providing it does not enhance their military capacity or poten- 
tiality. Of course, that sounds good and makes a lot of sense and I 
agree with that statement. 

Now, you come along and say the Russians are willing to do more 
business with us but there are certain things that kind of create, as Mr. 
Monroney put it, this rigidity. Now, what are these things that create 
rigidity? What is really wrong and what can be done to stimulate this 
trade of which you speak ? 

Mr. Scuever. You wouldn’t think a cotton gin was a strategic 
matter, would you, sir ? 

We had an order for a cotton gin. It is a pretty old and archaic 

iece of machinery with some refinements. I think Russia is the second 
argest cottongrower in the world—perhaps the largest, I don’t know. 
The last statistics I can’t believe, but we will say the second largest, and 
we were unable to deliver that cotton gin. 

Now, that may be strategic in some way: 

Senator Pastore. How long ago was that? 

Mr. Scueuer. This was 2 or 3 years ago. 

I had lunch with some officials of the board of trade of England 
at the Reform Club a few weeks ago and I asked them about certain 
projects which I don’t care to enumerate that I had under discussion 
and I asked them to make inquiry, as friends of mine, and tell me 
whether there would be any difficulty. They called me back at my 
hotel and told me there would not. 

There would be difficulty here, and is. 

Now, it is all platitudes and generalities, but it is a matter of evalua- 
tion. If we are applying a different evaluation—and that is why I 
say, will you look at their contracts and will you look at their trade 
agreements and see enumerated what plants are included in trade 
agreements ? 

I am sure the departments of government will make these available 
to this committee. 

The U.S.S.R. has a Japanese agreement; they have a British agree- 
ment and French agreements. You can look at them all and ask our 
officials how many of the items included they would clear. I really 
can’t say anything more about this. 

Senator Pastore. In other words, do I understand you correctly, 
it is your feeling—and you don’t know the reasons for it, but it is 
your feeling that our Government has been a little too stiff and too 
conservative in characterizing what is not strategic ? 

Mr. Sctizunr. I would say that is an understatement, yes sir. 

Senator Pastore. It isa what? 

Mr. Scueuer. Understatement. <A little too conservative. 
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Senator Pasrorr. You state it properly. _We are very much in- 
terested in developing this record. Because, after all, your testimony 
is somewhat in conflict—not deliberately so—I mean you have a point 
of view being sincerely given. There are others who disagree with it. 
You are here as a free American to state your opinion and you have 
every right tosay what you think. 

Mr. Scuever. I have every responsibility to say what I think. 

Senator Pastore. Positively. And now you raise the question that 
we could enhance our trade. Members have come here time and time 
again and they have said, “It isn’t our fault really. If the Russians 
wanted to buy a lot of these things they could buy them, but they 
just don’t want to buy them from us.” 

Now, you come along and say there are certain things we could do 
that would stimulate this trade between these two countries. 

Now, I would hope that you would simplify it in the record and 
catalog them, one, two, three, four, five, the points that you think 
are impeding this trade. 

Mr. Scuever. I think it is unfair to ask me to define that. I can’t 
plumb the depths of the policy considerations of the interagency 
committee. I know the end product. That is all I know. I think 
that this committee can have made available to it the licenses that 
have been turned down here that have been accepted in other countries; 
the products that have been included in trade agreements, that have 
been agreed to by other countries of our Western allies. It is my gen- 
eral feeling that embargo under these circumstances is passé. My 
limitation would be strictly military, in classification, if you pinned 
me down. I wouldn’t give any country anything to make war with, 
directly. 

Senator Pastore. Of course, you could make war with copper. 
You could make war with steel. You could build a building with it. 
I mean it is hard to say. 

Mr. Scuerver. In living in the real world, you can’t wish people 
out of the world, whether they be Chinese or Russians and you have 
to master the situation with maturity and ability and I think that 
is a more forthright and promising outcome for us, than the posture 
I find my country in. 

I wonder if it would be interesting to the committee for me to 
enumerate the states that have participated in some of this business 
and the volume. If it would I would be glad to do it. 

Senator Pasrore. All right, we don’t mind that but before you get 
to it, you have mentioned here the Johnson Act, you have mentioned 
the Battle Act. I wanted to ask you specifically about these and 
why you say we should look at them more carefully. I would like to 
get your personal experience with them. I am not trying to turn 
you inside out but we are trying to discover as much as we can. 
Whether I agree or disagree with you is of no moment at the moment 
but it is merely for the purpose of clarifying the record and developing 
the record. 

I know how hard it would be to handle the Johnson Act or the 
Battle Act, but we would like to know how you feel about it. 

Mr. Scuever. I mentioned the Johnson Act and the Battle Act in 
enumerating, among other things, those things that acted to our 
disadvantage, vis-a-vis our competitors. Independent of the embargo 
or the licensing. 
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I did not evaluate it here, but to answer your question directly I 
think the Johnson Act is passé. I don’t think it has any real value, 
except annoyance value. I think it was conceived for an entirely 
different purpose, at an entirely different time. That would be my 
answer, sir. 

Senator Monronry. Could I ask a question which might develop 
this: We heard in this committee the then Secretary of Commerce, 
Mr. Strauss, tell how he had forbidden an export license for the 
shipment of large size seamless steel pipe to Russia. This was a 
contract that apparently was offered to us that our people were willing 
to take and financing, I believe, was available. Because of our Export 
Control Acts, this was held by him and perhaps by others administer- 
ing it to be of war potential. It was for oil pipeline work. We 
turned it down. It was promptly picked up by West Germany, as I 
understand it. They shipped the actual order. And later I under- 
stand they worked out a contract to ship a factory to build this type 
of seamless large-size steel pipe. 

Now, it seems to me in the context of this trading with Russia 
we've got to consider that we are standing in our own light of lessen- 
ing some tensions without achieving any understandable goal in 
diminishing any possibility of war potential. ‘They not only have the 
pipe from West Germany, but they now have a factory which can 
build all the pipe they want and export it wherever they want, and 
business that could have come to American pipemakers was gone. 
And furthermore, there is, I think, an inherrent danger to our posi- 
tion in Western Europe if, denied American markets, some of our 
allies become very reliant upon large-scale trade with Russia, that 
can be terminated by merely shutting off the valve whenever a polit- 
ical crisis—vis-a-vis East Germany and West Germany might wish 
to be caused. 

I think this should require a reevaluation of any yield that this 
gets from us. 

Tam aware of another situation. About a year or so ago, I believe it 
was the Dresser Oil Supply Co., learning of a very special and very 
modern oil drill bit of great hardness that was superior to almost 
anything that we built here, wished to exchange our American product 
licensing with Russia for the rights to make their bit in this country. 
This was denied, as I understand it, from export control, although the 
experts in this field wished to make the bit here in America. 

As I heard from people who were experienced in that field, any 
of the products that were covered by an exchange of licensing were 
available in 15 or 20 countries of the world and all they had to do 
was go to an oil well supply company, buy the tool involved, take it to 
Russia and proceed to copy it, which they insist they have the right to 
do, but this would have been a formal business arrangement with a 
quid pro quo but the net result was we pushed it aside and we leave it 
still in the attitude where the product could be pirated rather than 
be usefully exchanged on a reciprocity basis. 

Now, would those two be examples that you are saying have no 
real purpose or yield in this particular field ? 

Mr. Scrrver. Those would be examples. I think moreover it is a 
very bad thing to solicit business and have it turned down. These 
falsely proud people in the U.S.S.R. are very sensitive to our licensing. 
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They prefer not to expose themselves to rejections and place orders 
elsewhere where they are not likely to be so exposed. These are real 
human considerations. 

Senator Monroney. Would you be prepared to say they consider 
the restrictions on our trade—and I still insist we should have some; 
I don’t want anything of any actual war potential or strategic goods 
to go and I am sure you don’t; but to either prohibit our shipments, 
or through the Battle Act to bring pressure on shipments from our 
allies that bear no direct relationship to actual war potential, that 
they consider this as almost an exclusion act and therefore they feel 
their only recourse would be to set up a rival trade pact with their own 
countries that are in their bloc to reciprocate in exclusivity with us and 
our products. 

r. ScHEvER. I would agree with that. 

Further, I think the question of time lag in our taking affirmative 
action is very important. I think it was you, Senator Pastore, who 
said something about looking ahead 10 or 20 years and not to next 
year. And incidentally on that point, it isn’t only Canada where 
branch plants are, they are all over Europe where these licenses are not 
subject to review by our authorities. Although they may be in Canada, 
I don’t know. 

In order to industrialize some of these nations will take decades. 
And don’t think because they get one or two plants and in 5 years at- 
tain some degree of efficiency that their otoblanis are over. An ap- 
praisal must be made that is not based on sputniks which tend to blind 
us completely. One must make a judgment as to the total potential 
of a civilization ora country. I would wish that instead of our people 
going there as observers, or on exchanges, they would go there to 
operate with them and function with them as we have done and come 
to know as much about that society as they do their own. 

If, as I say in my statement, fear and suspicion are to control, 
judgment does not. I feel this very deeply. So that if I were to be 
shot at sunrise for the judgment, I would be willing to be shot at sun- 
rise if I made an error of judgment on this. 

My judgment is, I would like our Government to be more positive, 
more courageous, and more willing to meet these people and gamble 
affirmatively rather than negatively. 

Senator Pastore. I recall sometime ago when Mikoyan was here. 
He is supposed to be the export, and import, and trade expert of 
Russia. He came here and met with Mr. Strauss at the time, who 
was Secretary of Commerce. I think he met with the Secretary of 
State as well. I would presume these matters were talked over in 
great detail. I am not using this in rebuttal of what you said, but 
fundamentally, of course, all of these men are under the aegis of the 
President of the United States. We are now talking in terms of 
cessation of underground tests. We are talking about how many 
onsite inspections you can have, and create a certain calculated risk. 
Then you raise the question of steel piping and other things, too. 
I should think all of this should be wrapped up in one way of think- 
ing. I am not an expert in this field, I have no contact with it and 
I am not conversant with it. I am just interested in what you have 
to say. 
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As I understand you, today, Mr. Scheuer, you feel if we had a little 
more flexibility mi | were positive in our approach, that there might 
be an opportunity for an expansion of trade and a better understand- 
ing between these peoples, like an exchange of students might be. 

Mr. Scuever. I feel that very strongly, yes. And I feel it is in- 
cumbent upon us, instead of being defensive and reacting, to encour- 
age our business interests. 

Senator Monroney. Supplementing that, wouldn’t you say, Sen- 
ator Pastore, that if we have been willing as we were to undergo a 
3-year moratorium on atmospheric blasts, and we are ready appar- 
ently to negotiate for a moratorium on underground blasts which 
we all admit can’t be detected, that we are being perhaps overly 
cautious in not exporting cotton gins or steel pipe or exchanging 
manufacturing data on something as simple as oil-well drilling ma- 
chinery which is obtainable from any country in the world? 

Senator Pastore. Well, yes, I quite agree with that. Of course, 
the point is, you either have to stop this entirely or you have to take 
some kind of a risk. Maybe that isn’t the right way of saying it. 
If you send cloth over there, cloth could be used to clothe a soldier 
and I suppose that could be considered strategic. You send steel 
over and they say they are going to build an auditorium and they end 
up making bullets withit. Of course, that is a risk, too. 

I suppose anything you might send could be converted or diverted 
in one form or another. Possibly procedures could be adopted where 
these things could be tested from time to time to gage the sincerity 
of these people but we don’t have that power of inspection—not that 
we are asking for it. 

Mr. Scurever. There must be some risk taking in any business rela- 
tionship—in life. 

Senator Pastore. The thing that concerns me in what you have to 
say is, while there is something within me that instinctively rebels 
against a people and a government with whom we have been trying 
to deal for so long—I mean 4 or 5 years ago I asked Harold Stassen— 
and I was a delegate to the United Nations—how he felt about the 
possibilities of bringing about a disarmament agreement. We had 
gotten nowhere. We had been talking and talking and talking and 
gotten nowhere. It wasa discouraging thing, 

Faced against that, you are saying that our Government is refusing 
to grant a license to sell certain materials that we know tomorrow, 
West Germany, to whom we are giving aid, will be selling that arti- 
cle if we don’t sell it so they end up getting it anyway. 

Mr. Scuever. You can’t close the world off; you are absolutely 
right. That is my statement. 

Senator Pasrore. Or England sells it, or Japan sells it. 

Mr. Scuever. OrItaly. Italy is very important. 

Senator Pastore. I am not saying just because these people are 
more trusting and they are willing to sell things that will nad to, let 
us say the military posture or potentiality of the Russian nation, that 
we should do it ourselves, because two wrongs don’t make a right. 
What you are telling our committee is that we have to be a little 
more realistic about some of these things and be a little more penetrat- 
ing in our thinking to make sure in our minds that while there may 
be a risk involved, we are trying to fathom it out in every way we can 
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and phase it out in such a way that at least if it isn’t going to be used 
for military purposes, we will be selling it just as well as the English 
will 

Mr. Scuever. I am saying further than that, that the risk is re- 
duced, in my judgment, to the extent that the cooperation is increased. 
I make that dogmatic statement. 

Senator Monroney. Could I ask this right there: Do you relate 
the effort which apparently our Government, through President. Eisen- 
hower, and the declared policy of going to the summit to relieve 
tensions, is certainly related to the relieving of trade tensions as being 
one of the easiest and safest methods of making a beginning? : 

Mr. Scuever. There is no question in my mind. I am absolutely 
certain of it. I have met the gentlemen of the Kremlin. I have not 
in the least accommodated to them. They know what kind of an 
American Iam. They got no publicity as a result of my interviews 
with them, and I think it is rather important that Americans see these 
gentlemen without the press. And without the hoopla that goes with 
it. I think this issuing of interpretive statements on interviews by all 
Americans who visit the Kremlin is an erroneous and a self-deluding 
procedure which somewhat plays against the purposes that I think we 
should be pursuing. 

Senator Pastore. In the sale of your $30 million of machinery to 
these people, you received no interference, restraint, or discourage- 
ment from the U.S. Government? Ordid you? 

Mr. Scuever. I would say I received no ultimate interference or 
restraint. I have received no encouragement, particularly. The in- 
dustry itself was gunshy. When I brought this group over, I was the 
official host and not the machinery association. 

These are the differences that you have to cover, as against our com- 
petitors. Remember, the board of trade in England lays out the red 
carpet for the U.S.S.R. trade visitors. They issue bulletins and 
studies for their industry, as to what the form of organization is and 
how they operate and all this sort of data. 

Senator Pasion Do you mean with the Russians? 

Mr. Scuever. The Russians. With Russians and other Eastern 
countries. 

But, of course, the trade agreement itself, with clearances through 
the board of trade is a great advantage competitively. It is a spon- 
sorship by Government. As long as we hold the U.S.S.R. at arm’s 
length, it reflects skepticism by our Government. And I think we 
have to address ourselves to this and not avoid facing up to it. Be- 
cause it is something they want, doesn’t mean it is necessarily some- 
thing that is bad for us. 

Senator Monronry. I was interested in your statement on page 6 
where you point out: 

When the plants we sell enter production they are certain to serve as permanent 
U.S. ambassadors testifying to our technical accomplishments and denying 
the exaggerations of propaganda. 

Would you not say that the exchange of exhibits, the Russian exhibit 
in New York and our exhibit with the modern model workers home, 
were excellent means of knocking down past propaganda that per- 
haps had been used by Russia against us and perhaps in the demon- 
strations of their products in New York, some of the propaganda that 
it enlisted against them ? 
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Mr. Scuever. I would say it was invaluable both ways. 

Senator Monroney. Carrying that one step further—things equal 
to the same thing are equal to each other—by the people having seen 
these products, that any additional access to them, in use, on the pro- 
duction line or in their housing efforts or other things, help them to 
cultivate an unknown association of mutual respect that in the ab- 
sence of these products would not exist. 

Mr. Scuevurr. There is no question about it. 

Of course, it is transparent that their American phobia is a fixation 
with them. They are hungry for the kind of recognition that this 
kind of thing would give. And I think you break down barriers and 
you continue to move sahead, You just can’t measure these matters on 
theory. You have to live with them and work with them. 

I think as I said in this paper, I demonstrated it against most dis- 
couraging circumstances—you get no encouragement up there. They 
don’t welcome you with any red carpets, either. 

Senator Monroney. Going to the financing you mentioned I think 
that you were paid on short-term, and properly, for the $30 million 
worth of transactions that you had with them. 

Now, Mr. Khrushchev and others have insisted that the U.S.S.R. 
needs credits in the United States because of the dollar position of 
the U.S.S.R. 

Do you think that the U.S.S.R. credit demand is legitimate, and how 
good a credit risk are they? You don’t need to answer that unless 
you want to because you are still doing business over there. 

Mr. Scuever. Obviously if I am willing to undertake the fabrica- 
tion of this quantity of machinery without a down deposit, I have 
some confidence in their will to perform and their performance. And 
whether that. was 40 days or whether it was 4 years, this judgment 
would apply. 

I think it would be a spectacular thing if we were to advance to the 
point of giving them the credit before we had to give them the credit, 
or before it was in our immediate economic need—or by reason of our 
immediate economic need. 

We are increasing our in-place productivity—if the theorists don’t 
have their way and competitive business continues to make its decisions 
on the basis of judgment, we will have a surplus production which de- 
mands exports. And the places in the world that can pay for them in 
largest measure are the Communist nations for the time being, with 
these credits. The credits will be met. The record—you can go back 
to Sumner Welles on this subject, in his book—I have forgotten the 
name of it—where he testifies to the performance of their business 
contracts. And they are very proud of this. Very proud. And they 
are very prompt in meeting these things. They are not so prompt in 
many other things, such as giving you technical details and the plans 
and these other things. There are very difficult operating delays but 
on the payment end, “they are very prompt, I would say. 

But I feel this is a very, very vena t thing and the cards are not 
all in our hands and we are a little remote from a perspective on this 
thing, and a total encompassing view of the world we are living in. 

Senator Monroney. We are not talking about loans to Russia, we 
are merely talking in this context about the normal short or inter- 
mediate term revolving business credit. 
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It is like a manufacturer who has most of his customers he sells 
today, on 30, 60, and 90 days, and then another customer where you 
say, “You’ve got to come in and pay c.o.d.” 

This would make, I would think, for bad business relations to be 
laced on a different level from, well, say, Guatemala or Peru or In- 
onesia or some other countries of far less natural wealth and per- 

haps far less financial standing, at least, in the world. 

Mr. Scuever. Well, I think they exaggerated the intended dis- 
crimination, undoubtedly, but maybe if I were a Russian I would, too. 
I don’t know. 

They are very sensitive to the fact that postwar we extended such 
enerous credits to Britain and France and others—Belgium and so 
orth, and then extended none to them. They mentioned in the Berlin 

note the fact that they could get no reparation out of current pro- 
duction out of Germany. At the time I had talked about that with 
General Clay and we were in no negotiating position because we had 
overcommitted ourselves on the theory of no current production. 

I had occasion to tell the Kremlin I thought the Berlin note was a 
pretty abusive presentation im international relationships and that 
they would never get anywhere threatening us. That this wasn’t the 
way to treat Americans or any other people. 

1 think that from their standpoint, giving them the benefit of all 
doubt, they were a badly mauled nation. They fought a hideous war. 
They are dreadfully afraid of war, everybody you talk to, and they 
have a genuine fear of this situation, I am sure. 

They are hard to be sympathetic with, admittedly. As Senator 
Pastore said, we have struggled—you do struggle to estalbish such 
relationships—the same type of psychology affects negotiation in all 
realms. Don’t think that this is any gravy train. But a disciplined 
person should feel the objectives are greater than immediate advan- 
tage or anything else, that this is a must for our day and time that 
somebody breaks through on these fronts and has enough self-respect 
to stay with it. I don’t even enjoy the procedure a bit and I could 
indulge myself much more pleasure in many ways. 

I have here a schedule of imports and exports of the United States, 
West Germany, the United Kingdom, Switzerland, and others from 
the United Nations record which I would like to put in the record. 

Senator Pastore. Without objection, it isso ordered. 





FOREIGN COMMERCE STUDY 45 


(The schedule referred to is as follows :) 


Direction of International Trade (U.N.) 




















[Millions of dollars] 
1957 1958 1959 
Volume of trade between 
U.S.8.8,R. and— Exports to| Imports | Exportsto| Imports | Exportsto{| Imports 
U.S.S.R. from U.S.8S.R. from U.S.8.R. from 
U.S.S.R. U.S.S.R. U.S.S.R. 
Belgium-Luxembourg---_----- 28. 2 34.9 17.7 25.2 7.5 32. 7 
"eee Saale : 10.1 13.8 13.1 16.5 14.9 27.5 
RE oe he Be 44.7 66. 1 75.9 94.9 90. 1 101.1 
| EA EA i Lh 19.3 89.5 10.8 41.0 12.0 53. 1 
cer LES assess d ich uae 42.6 51.5 31.1 40.4 43. 2 77.9 
Norway pee cenmeashetiay 17.8 24.3 14.7 | 19. 0 16. 2 18. 6 
DN. I Sonic condvawnwpdnanie 21.6 7 2 27.6 35. 6 39. 2 54.7 
a 3.5 8.9 2.3 7.2 4.4 5.5 
United Kingdom__._________- 144.8 197.3 145. 5 166. 6 97.6 176.5 
United States__..__- batbbdedies 4.5 16.8 3.1 17.6 7.6 28. 1 
ress GIOTEIANY.. .... conn ccceees 59. 6 97.4 72.2 2.0 91.1 105. 4 
Na 396. 7 587.6 414.0 | 556. 0 423.8 681.1 
984. 3 970.0 1, 








Senator Pastore. Now, I would like to submit several questions 
provided by the staff. 

One question is, Do you believe conclusion of a trade agreement 
with the Soviet Union would remove some of the present uncertainties 
which now make it difficult for American businessmen to have con- 
tacts with the Russians ? 

Mr. Scurvuer. I assuredly do; yes. 

Senator Pastore. Will the U.S. patents be recognized in the Soviet 
Union? It seems to me that this question is one of importance in 
negotiating any trade agreement with the Soviet Union. 

Mr. Souever. I have a book here on their patent and trademark law. 
they have a different system than ours domestically. They have a 
certificate of authorship and a patent. They are two types of things 
you can get. The determination of compensation, therefore, is made 
xy the Government instrumentality interested or charged with that 
responsibility. 

t is going to take a lot of reorienting to get them to understand, or 
accommodate to our needs in that matter. This is a matter of nego- 
tiation, and as I testified before, I have gotten them to the point where 
they will exehange information which may be of interest to one of our 
chemical companies, providing they will receive a quid proquo. They 
will also pay for an equalization fee for a patent right determined by 
-apitalists in capitalist terms, if they want it. And we are discussing 
one such thing with them now. 

I cannot testify as to the outcome, but there is interest and not dis- 
interest in the matter. 

It is one of those things you can’t give an absolute answer on, sir. 
It is going to be difficult. 

Senator Pastore. Do you feel in saying what you have said that 
there is sufficient confidence in you that they will respect American 
patents and not copy indiscriminately and live up to those agreements ? 
The whole history of the past has been that they have not. 
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Mr. Scuever. I am not talking about a machine. I am talking 
about a manufacturing process. If you sell them a manufacturing 
process, the main part of that process is in the know-how, really, not 
in the limited patents. 

If you sell them that and get paid for it, you don’t have to worry 
very much from there on as to how they exploit it; you get paid for it. 

Senator Monroney. Before you leave the patent thing, could I 
amplify that to say the absence of ourselves trading with Russia and 
in that trade trying to negotiate for proper protection of our patent 
rights doesn’t necessarily prevent the withholding of our trade from 
them copying our products. 

Our products are available in every country of the world and it 
takes just one refrigerator or one automobile or one printing press or 
something of that kind for them to copy it and say, “Well, we don’t 
recognize your patent, and we didn’t buy the product from the United 
States,” so we are living in a sort of a dream world because we 

Senator Pastore. Well, not exactly, though. Would you go that 
far? Would you want to sell to the Russians and then find the 
thing you sold them copied and they were selling it at a cheaper 
price throughout the entire world and taking away the markets? 

If they came along and stole it, that is different, but to go into 
it with your eyes wide open is a horse of a different color. 

Senator Monroney. My point is, you have a better chance to ne- 
gotiate some protection of the patent right if you have control of 
the product as you establish a normal form of trade relations than 
to leave it in a guerrilla warfare stage where in every country in 
Western Europe everything we make can be bought off the shelf 
and copied without recourse to any claim that we have. 

I think this is part of the thing that I got out of Mr. Scheuer’s 
testimony, was that we can make gains by not being afraid to nego- 
tiate and not be unwilling to try to see if there is an appeal to legiti- 
mate trade practices through formalizing and improving our trade 
relationships. 

Senator Pasrore. Well, of course, if Mr. Scheuer is willing to take 
that chance, I am not going to quarrel with him. 

Mr. Scurver, I would like to emphasize that we hear a lot about 
mapestne jobs and I think in this instance we are exporting jobs. 

would like to record these figures: We sold in Massachusetts, $12 
million worth of machinery; in Maine, $1.7 million; in New Hamp- 
shire, $12,000; in Pennsylvania, $2.5 million; in New York, $1 mil- 
lion; in Ohio, $2.4 million; in Illinois, $1.1 million; North Carolina, 
$600,000; South Carolina, $1.3 million; Georgia, $72,000; Tennessee, 
$309,000 ; Virginia, $1,005,000; West Virginia, $381,000. 

Listen to this: Rhode Island, $77,000. I am sorry I can’t do 
better. 

I would be glad to make myself available to this committee for 
off-the-record discussion on anything that they feel they would like 
to ask me concerning the more intimate aspects of this matter, at their 
convenience. 

Senator Pastore. I want to thank you for coming and we thank 
you very much for your testimony. 

Mr. Screver. Thank you. 

Senator Pastore. Is Mr. Ihrig here? 
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(No response. ) 

Senator Pastore. I guess he is not. 

Is Mr. Jacovics here 

(No response. ) 

Senator Pastore. Is Mr. Fisk here? 

( No response. ) 

Senator Pastore. Well, this concludes the session for today. We 
will recess until tomorrow at 10 o’clock. 

(Whereupon, at 3:15 p.m., the committee adjourned, to reconvene 
at 10 a.m., Friday, May 6, 1960.) 









FOREIGN COMMERCE STUDY 
(Trade With the Sino-Soviet Bloc) 


FRIDAY, MAY 6, 1960 


U.S. Senate, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:10 a.m., in room 
oF New Senate Office Building, the Honorable Clair Engle pre- 
siding. 

Senator Encix. The committee will be in order. This is a continua- 
tion of public hearings on U.S. foreign commerce. 

Today we will secure further testimony of problems related to trade 
with the Communist bloc. 

For those who were not present yesterday, I might say that in exam- 
ining trade relations with the Communist countries the committee is 
particularly interested in determining the adequacy of our trade con- 
trols and the possible merits or dangers of expanding trade with the 
Communist bloe. 

Our first witness today is Mr. Bradley Fisk, Assistant Secretary of 
the Department of Commerce. 

Mr. Fisk, we are very happy to have you with us. I assume that 
you have a prepared statement. 


STATEMENT OF BRADLEY FISK, ASSISTANT SECRETARY OF COM- 
MERCE FOR INTERNATIONAL AFFAIRS, ACCOMPANIED BY 
ERNEST RUBIN, RUSSIAN DESK; FRANK SHAEFFER, DEPUTY 
DIRECTOR, OFFICE OF EXPORT SUPPLY, AND NATHAN OSTROFF, 
ASSISTANT GENERAL COUNSEL, DEPARTMENT OF COMMERCE 


Mr. Fisk. Good morning, Mr. Chairman. 

I do have a statement. I have with me Mr. Ernest Rubin, of our 
Russian desk, Frank Shaeffer of the Office of Export Supply, and 
Nathan Ostroff, Assistant General Counsel, Department of Commerce. 

Some of my remarks will perhaps duplicate what Mr. Mann said 
yesterday, but we have addressed our paper to the outline that was 
given us by your staff. 

The first matter I would like to talk about is the economic implica- 
tions of the Sino-Soviet. bloc trade expansion. 

In 1958 the free world’s trade with the Sino-Soviet bloc represented 
about 314 percent of its trade, compared to 2 percent in 1953. This rise 
in Sino-Soviet bloc trade with the free world has been particularly 
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noticeable in the case of certain underdeveloped areas and in a limited 
number of commodity markets. Since Stalin’s death, the trade turn- 
over, or exports plus imports, of the Sino-Soviet bloc with nonbloc 
countries rose from $3 billion in 1953 to $6.9 billion in 1958. Allow- 
ing for price increases during this 6-year period, this change repre- 
sents about a doubling of actual trade from its low 1953 level. Com- 
plete data for 1959 are not yet available; preliminary indications are, 
however, that the level of Sino-Soviet bloc trade with the free world 
was comparable to that of the previous year although a slowdown 
occurred in Communist China’s export drive. 

Trade between the Sino-Soviet bloc and the less developed regions 
of the free world increased from about $0.9 billion in 1953 to $2 
billion in 1958, or at approximately the same rate as with developed 
countries, 

The rate of trade expansion between the Soviet Union and economi- 
cally less developed countries in the last decade has been high. While 
the absolute value of this trade turnover in 1958 was less than $200 
million, the consequences of continued U.S.S.R. trade expansion in 
this area can be very important. Communist China’s trade drive, 
which took on serious proportions in 1955, reached a peak with the 
“leap forward” program launched during 1958. 

Chinese exports to target areas in Asia, Africa, the Middle East 
and Latin America, gained rapidly during the period 1955-58 and 
reached substantial volume. 

In effect, the threat of the Sino-Soviet bloc trade drive is that less 
developed areas may come to rely economically more and more upon 
the Sino-Soviet bloc. The bloc has already insured a certain trade 
turnover with many of the less developed countries by extending loans 
for projects and by rendering technical assistance for a wide variety 
of activities. The Sino-Soviet bloc by providing technology to the 
less developed areas helps assure itself of a continuing outlet for 
industrial goods, including replacement parts. On the other hand, 
industrialized free world countries are less likely to become dependent 
on the Soviet Union for either industrial goods or raw materials, even 
though their trade with the Sino-Soviet bloc increases. 

Partly because of its rapid industrialization, the bloc is appearing 
in a new role as a world exporter, and is beginning to offer such varied 
commodities as autos, wristwatches, textiles, light industrial goods, 
and school laboratory equipment, as well as substantial quantities of 
more traditional materials such as woodpulp, metallic ores, fur skins, 
and petroleum. Because of its special position within the bloc, the 
Soviet Union is occasionally in a position to trade commodities that 
it does not produce in quantity, for example, Chinese tin. To date, 
the impact of Soviet exports on particular commodity markets has 
been mostly marginal. The Soviets have also imported large quanti- 
ties of such commodities as rubber, cotton, rice, coffee, and sugar, 
with varying effects. In the case of sugar and coffee, the Soviet pur- 
chases apparently have helped to maintain price stability. In some 
cases, for example, Egyptian cotton, subsequent U.S.S.R. resale ad- 
versely affected the price of the commodity originally purchased. 
Recently, however, the Soviet Union apparently has refrained from 
marketing activities which might lead to price declines of basic com- 
modities. 
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Although the U.S.S.R. today accounts for only 1 percent of the 
free world’s trade, this percentage does not measure the true dimension 
of its trade threat. Because foreign trade is a state monopoly in the 
U.S.S.R. it may be manipulated in ways that are not possible for free 
world countries. The Soviet Union, and the other bloc countries are 
able to subsidize, at least to a point, their trade with particular free 
world countries in which they have particular objectives. They can do 
so, for example, by granting noneconomic interest rates. Under such 
circumstances private firms in free enterprise countries can find it 
increasingly difficult to compete with the Soviet Union and its bloc 
partners in particular foreign trade transactions, 

It is too early to assess fully the economic implications of Commu- 
nist China’s trade drive in free world countries. Some effects are 
nevertheless notable. Countries heavily involved in textile produc- 
tion for export, for example, Japan, Hong Kong, and India, may be 
faced with a difficult competitive position. Some sales were obviously 
lost to the mainland Chinese during the height of the drive, but it is 
difficult to evaluate the consequences. The Communist Chinese have 
recognized the limitations on their market potential in textiles, in 
view of the rash of restrictive actions which other countries have taken 
against their exports. Also, free world textile exporters have ob- 
served that the Chinese will not drive for markets during 1960, but 
rather will attempt to export at low prices when selective market con- 
ditions are favorable. They are making preparations to meet this 
trend by improving their export position in every respect. 

At present, the principal impact of Sino-Soviet bloc trade on the 
free world falls on a limited number of commodities and on the rela- 
tively small number of nonbloc countries whose proportion of trade 
with the Soviet Union is substantial. In only few commodity markets 
have the operations of the Sino-Soviet bloc, either as a seller or buyer, 
made an impression; for example, tin and aluminum, as a seller, and 
sugar and coffee, as a purchaser. While the effects of Soviet bloc 
operations to date in particular commodity markets have sometimes 
been exaggerated a very real and present danger exists. Certain 
countries, Finland, for example, are economically sensitive to fluctua- 
tions in trade with the bloc, particularly with the Soviet Union. It 
can be expected that when less developed countries accept substantial 
Sino-Soviet bloc aid they may find themselves in an increasingly sensi- 
tive position. It is difficult to specify the commodity areas in which 
the bloe can become strong enough to constitute a real threat to trade 
stability. We already see, however, that bloc petroleum is increas- 
ingly being offered in Western markets. 

Dimensions of Sino-Soviet bloc, free world trade: For the 3-year 

riod, 1956-58, Sino-Soviet bloc exports to the free world averaged 
$3,059 million annually while comparable imports averages $3,214 
million. The export commodity categories in which substantial in- 
creases occurred were food and beverages, mineral fuels, machinery, 
and manufactured goods. On the Sino-Soviet bloc import side the 
most significant increases were in manufactured goods, machinery, and 
crude materials. For the first half of 1959 Sino-Soviet bloc exports 


amounted to $1,670 million and imports to $1,639 million, somewhat 
above the 3-year rate. 
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Approximately 25 percent of the foreign trade of the Sino-Soviet 
bloc is with the free world. The accompanying table summarizes the 
bloc’s trade with the free world in 1956-58 by principal commodity 
categories. 

Particular reference should be made to the role of Communist China 
in Sino-Soviet bloc trade with the free world. Estimates on the 
China trade vary widely, but according to the most careful assess- 
ment available to the Department of Commerce, Communist China’s 
total trade in 1959 may have come close to $4 billion in total value, 
with the free world accounting for about 30 percent. The value of 
this trade with the free world has been generally increasing, rising to 
a high of about $1.4 billion in 1958, but falling to an estimated $1.2 
billion in 1959. 

Machinery and equipment represent by far the largest single im- 
port category of mainland China. Free world sources of supply 
account for only 10 to 15 percent of such imports and are resorted to 
only when availabilities inside the bloc are limited or when only free 
world producers can meet urgent delivery dates. Petroleum and 
metals are largely obtained from bloc sources. Agricultural mate- 
rials and chemicals are almost wholly purchased in the free world. 
Imports from underdeveloped countries of the free world consist 
predominantly of rubber and cotton. 

Purchases from the industrialized countries have been centered 
around iron and steel products and chemical products, especially fer- 
tilizers. With the notable exception of minerals, Communist China 
has been exporting to free world countries the same goods it ships to 
the bloc. While agricultural products continue to constitute the prin- 
cipal exports, light industrial goods, such as textiles, flashlights, and 
radios, have been rising in importance. During the 1958 trade drive, 
sales of textiles alone to the free world, particularly in nearby Asian 
areas, totaled $122 million. 

Evaluation of Communist competitive potential: Sino-Soviet bloc 
trade turnover with the free world in 1958 amounted to $6.9 billion 
or less than 4 percent of the free world’s total trade. Although the 
magnitude of this trade is small, it has been growing at a substantial 
rate in the past decade and may well continue to increase at a steady 
but modest increment. An important basis for insuring a minimum 
trade increase, at least with certain countries, is the Sino-Soviet bloc 
policy of extending economic credits on easy repayment bases and of 
extending technical training of various kinds on a grant basis. 

With regard to industrialized countries of the free world there 
exist, to be sure, opportunities for modest increases in foreign trade 
but a number of factors in both economic systems are operating against 
a very rapid trade expansion. The development of economic regional- 
ism, particularly the Common Market and Outer Seven in Western 
Europe, as well as the more operational functioning of CEMA in the 
Soviet bloc, may well serve in the short run to maximize trade within 
rather than between these economic communities. 

Within the next few years it appears improbable that the competi- 
tive potential of Sino-Soviet countries can broadly challenge free 
world traders, although there are exceptions in specific areas and for 
selected commodities. 
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Communist trade practices compared to U.S. and free world prac- 
tices: Foreign trade in the Sino-Soviet bloc countries is a govern- 
ment monopoly and is conducted through governmental foreign trade 
organizations in accordance with the overall economic plan of the 
given country. Private citizens of the Sino-Soviet bloc countries are 
not allowed to engage in foreign trade. This is in direct contrast 
to the practice of free world countries where foreign trade is con- 
ducted by private firms with the government acting only as regula- 
tor and consultant. 

While in the non-Communist countries cost and profit are the con- 
trolling factors in trade, in the Sino-Soviet bloc cost and profit do not 
play a governing role; rather, decisions are based on the utility of the 
exports or imports to the overall economic plan or for political goals. 
Generally speaking, the Sino-Soviet bloc countries trade on a bilateral 
basis, balancing their imports and exports in particular free world 
countries, so that no important foreign exchange or gold transfers 
occur. In cases where transfers are made Sino-Soviet bloc countries 
are quite willing to accept local currency in payment. This can be 
contrasted with the preference for hard currency payments by most 
free world business firms. 

It has become a fairly widespread Soviet practice, particularly in 
negotiating trade agreements with less developed countries, to offer 
long-term credits—10 to 15 years, at low interest rates, 2 to 3 percent. 
Often provisions is made for repayment in kind as well as in local cur- 
rency. Free world traders obviously are hard pressed to meet this 
type of price competition. 

Charges of dumping have been levied at the Soviet bloc primarily 
because of three distinct types of operations. The first type is the 
sale of consumer goods, particularly textiles, at abnormally low prices 
to western countries with which the bloc countries have trade agree- 
ments. In order to meet export quotas set up in these agreements, 
the general organizations were prepared to make any necessary price 
reductions. Owing to the reluctance of western buyers to take risks 
on stocking bloc commodities and to accept the inferior quality of 
much of this merchandise, substantial price reductions appeared to be 
the only means by which these commodities could be moved. This 

ractice was prevalent for several years; but as western countries 
gan to react by imposing countervailing duties and by other meas- 
ures, it has been on the wane in the past 2 years. 

The second type of operation with which the bloc is charged is the 
sale of commodities at different prices in different free markets, in 
order to make particular products competitive in a particular market. 
For example, we note that the price charged the free world customer 
for Soviet made Moskvitch automobiles appears to vary considerably 
from country to country. This may be due to differing tariff and 
tax rates in the purchasing countries, but it is also possible that the 
Russians vary their prices from market to market to meet competition 
or for other reasons. Another example is the retail price of the 
Czechoslovak auto—Skoda—recently reputed at $1,250 in Vienna; 
$1,640 in New York, whereas the local price in Prague varies from over 
$2,000 to $4,000. 

The third type of operation involves the sale in world markets of 
large amounts of a particular commodity at prices below the prevail- 
ing world price. Well known examples of this practice were the 
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Soviet sales of aluminum and tin several years ago. It is not possible 
to determine whether these sales were wholly to earn foreign exchange 
or whether disruption of markets was also an objective. Whatever 
the reason, the fact is that the Soviet Union has ceased to rock the 
boat in these markets and, in the case of tin, has abided by decisions of 
the Tin Council. 

A corollary to the foregoing operation is the resale of bartered com- 
modities at prices well below the prevailing world market price. The 
best example was the resale of Egyptian cotton at prices ranging to 20 
percent below Egypt’s asking price. This practice also seems to have 
been discontinued or at least held in abeyance, perhaps due to the 
unfavorable repercussions in less developed countries. It is interest- 
ing that in the recent sale of sugar to the U.S.S.R. the Cuban Govern- 
ment stipulated that none of it was to be resold to usual buyers of 
Cuban sugar. 

Certain trends in foreign trade pricing practices of the Soviet bloc 
may be discerned, even though today world markets are relatively 
free of forays from the east. 

The reliance of the U.S.S.R. and its allies on bilateral trade agree- 
ments has not lessened despite expanded foreign trade, in part because 
bloc currencies are not cornea Gable. As long as bilaterals exist, there 
is danger of commodities being moved at uneconomic prices in order 
to balance the overall trade. 

With respect to consumer goods, it appears that the rising standard 
of living in Eastern Europe will tend to absorb much domestic pro- 
duction of goods which in the past have been dumped abroad. 

It also appears that the U.S.S.R., at least, will in the future explore 
more fully the political and economic repercussions of its actions 
before dumping surplus raw materials in view of its experiences with 
cotton, tin, and other products. 

Finally, the U.S.S.R. has not yet been accused of dumping capital 
and other industrial goods. There is evidence that the Soviet bloc is 
now in a position to export such products, but in order to do so it may 
well have to cut prices. 

Whether Communist Chinese prices for various goods actually 
represent dumping as it is usually defined has not been established. 
It is widely believed. however, that the Chinese Communists can offer 
prices undercutting those of competitors because of the extremely low 
cost of labor in Communist China. Some competent observers believe 
that Chinese prices are not abnormal under the circumstances, and that 
they may be regarded as an element in normal commercial competition 
under China’s terms of reference. 

The United States and the rest of the nonbloc world should be 
constantly on the alert for evidence of bloc dumping and should ex- 
change pertinent information in this field so that timely counter- 
measures can be taken. On the other hand, we must guard against 
the temptation to cry “foul” every time an eastern commodity is sold 
below western prices. 

Thank you, Mr. Chairman. 

Senator Enerr. Thank you, Mr. Fisk, for your very informative 
statement. 

I listened yesterday with some interest to Mr. Mann, who was on 
the witness stand. 
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I get the impression that it is felt in our State Department that we 
can eventually equal or better the Soviet Union and Chinese Com- 
munists in the field of international trade by improving what we 
might call the normal methods of operating. 

I have wondered about that a little. I observed your statement and 
that of Mr. Mann; they both pointed out that the Soviet and Com- 
munist countries generally have an advantage in that they are not 
bound by the ordinary rules of commercial transactions. They have 
no price factor at home that might control or influence the export 
situation. 

If they decide to go into a country and trade with that country, they 
make their trade moves irrespective of the impact it may have at home. 
Price is not a matter that concerns them. 

In short, they can use their foreign trade as an implement of 
diplomacy and political action with a great deal more freedom than 
we can. 

Now, if we concede those advantages, do you believe that we ought 
to be prepared to meet the Communist ability to act in that fashion in 
a more direct way than has been suggested or apparently is con- 
templated at the present time? 

By that I mean some mechanism under which the United States 
could move into these fields and especially into crucial areas—because 
it was pointed out yesterday that the Communist bloc doesn’t deal 
worldwide; they select their spots and then they move into those 
particular areas. They are especially strong in some of the vital and 
crucial areas where political considerations with reference to trade out- 
weigh every other consideration. 

Now, what I am asking is, Should we do something more than just 
improve or try to revitalize—as Senator Pastore I think yesterday 
pointed out—our trade facilities, our trade personnel, make them more 
competent, get better trade representation, more of it, try to be com- 

etitive and sharpen up our own operation in its normal fashion? 

o you think we should be prepared to go one step further, if neces- 
sary, and compete government to government with the Communist 
bloc in areas that are highly vital from a political and a diplomatic 
standpoint ? 

Mr. Fisk. Mr. Chairman, your summary of the situation is a very 
clear one and expresses the fears that we have. However, I don’t 
believe that it is necessary for us to contemplate breaking the rules of 
normal trade at this time. The times Russia has done it, it has usually 
gotten itself into trouble and has had to withdraw. 

The dumping of the tin, the resale of the Egyptian cotton at lower 
prices than the Egyptian’s own market price—all those efforts to in- 
vent some new way of tying the market to itself have bounced back in 
their faces and they have stopped doing those things. We also see a 
tendency on their part to show much more interest in how we do things. 

Not too long ago governors of the various Soviet states were in this 
country, and one of them came to lunch with Under Secretary Ray 
and myself, accompanied by the Economic Minister from the local 
Embassy. They showed a great interest, so they said, in selling us 
caviar, vodka, and we asked in return what they wanted. They said 


they wanted nylon hosiery, pots and pans and household goods of 
various kinds. 
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They complained very much about not having most-favored-nation 
treatment on their tariffs—on our tariffs, because they have no tariffs, 
During the course of this conversation I asked them which particular 
tariffs hurt them the most. They pulled out of their pocket a list and 
read it tome. I asked if I could have the list. They said no because 
it was in Russian and we wouldn’t understand it, but they would send 
me acopy after translating it. 

That was back in December. We haven’t seen a copy of that list 
and we haven’t had any further communications with them. 

I don’t know whether or not there will be further efforts along those 
lines. I think there will. I have debated in public with the Economic 
Counselor on why they don’t do more business with us. We have re- 
peated the phrase that the President and our Secretary gave to Khru- 
shchev when he was here. Khrushchev said, “Let’s do more business,” 
and our officials have said, “OK, go ahead and buy more if you want 
to.” There is very little that is kept from them. 

They are buying more and they are discovering that it is not neces- 
sary for them to work government to government; that we don’t have 
any Amtorg. If they want to buy something from us, in 98 percent 
of the cases all they have to do is to go to a local manufacturer, place 
the order, and they get the goods. 

Now, this perhaps is a little off the point of your question but I 
believe as they have tried these extracurricular marketing activities 
they have invented that they have discovered that they are not very 
good for them politically in the end. 

I believe Nasser right now is a little concerned about his various 
efforts to back them up. 

We know in Burma, for instance, there was a fairly large balance 
that has been agreed upon, that Burma was to buy from them. The 
results have been so unsatisfactory that Burma got out of that trans- 
action. 

We know stories about having forced concrete on underdeveloped 
countries in such quantities that it stood on docks, got rain wet, and 
was of no use. 

I think they are beginning to discover that the well-established trade 
methods are ones that have been tried and they are not necessarily 
capitalistic, socialistic, or anything else: they are the things that work; 
and I believe that they are coming around to realize that if they are 
going to influence the world to look upon them with respect that they 
will have to follow those general principles. 

Now, perhaps that is an optimistic hope on my part, but I really 
do believe that it is turning that way. 

Senator Eneix. What you are saying is that their alleged advan- 
tages have not in fact always proved to be an advantage in this trade 
field ? 

Mr. Fisk. That puts it very much better than I did. 

Senator Enertz. And when they go outside the normal methods of 
trade they often get themselves into difficulty. 

Now, we combine our trade relationships with countries with our 
mutual security program, and, of course, we can meet the Soviets in 
that area. That is, if it isan underdeveloped country with which the 
Soviets are trying to make a deal, it is primarily of a diplomatic and 
political nature and only incidentally an economic problem. Then 





a->-lCUCTCULDh UM, 


<—rgo 3 b> 


S ome s 


t 


M 


wey =@eo 





d 
d 


ly 
C3 
re 


>» 


ly 


n o 
de 


FOREIGN COMMERCE STUDY 57 


we can step in in that area through the mutual security program 


rather than have a program going for trade by one government to the 
other. 


Mr. Fisx. That is true. 

Senator Encire. Now, we, of course, are interested in determining 
what sort of relations with the Communist bloc would be in the best 
interests of the United States. Our relations since World War II 
have been in the context of the cold war, but today we are confronted 
with a somewhat different situation. Stalin is dead and Premier 
Khrushchev is following a different tactic. He has proposed in- 
creased trade as a means of bringing about a relaxation of tensions. 
I recall his trip over here. He mentioned it continually. The Presi- 
dent has agreed that this is acceptable to the United States. But if 
there is to be increased trade, it may be necessary to revise some of 
our present legal barriers. In the past, for instance, we have built 
up a series of legal barriers and we want to take a look at those and 
see what must be done, if anything, to those legal barriers and what 
assurances we have that the Soviets or the Communist bloc will 
refrain from some of the practices they have engaged in in the past. 

We are all conscious of the fact, as was brought out yesterday, that 
since the end of World War II the military situation has taken on a 
new dimension. We have the capacity to destroy the Soviets and 
presumably they have the capacity to destroy us. 

In this military situation there is a new disposition on both sides 
to find ways and means of improving relationships within the frame- 
work of military deterrents. 

As for Communist China, there is also some evidence of change. 
As time has passed, there has been some evidence that the Peipin 
regime has lost some of its earlier headiness. There is evidence of 
conflict with the Soviet Union and there has been evidence that the 
Peiping government would welcome increased relations with the 
West. 

Asa matter of fact, I understand that the Chinese Communists have 
themselves from time to time advocated closer trade relations. Am I 
in error about that ? 

Mr. Fisk. I am not conscious that Communist China has actually 
approached us to reinaugurate relations. 

Senator Enexe. Do you feel the United States can benefit in any 
way by enforcing or creating a condition under which we force a 
greater economic dependence by Chinese Communists upon the Soviet 
Union? When we put an embargo on Communist China, it seems to 
me we only leave them one place to go. 

What I am saying or asking is: Is it intelligent over the long haul 
to force this Sino-Soviet bloc closer and closer together? Have our 
people thought of that any ? 

Mr. Fisk. I am not sure, Mr. Chairman, that your question isn’t 
out of my competence to answer, but I would like to say—perhaps Mr. 
Mann said this yesterday ; I wasn’t here for his complete testimony— 
one of the prevailing reasons for our attitude toward Communist 
China is the fact that the offshore Chinese, the Chinese who are no 
longer resident in mainland Communist China, are the people who 
run the trade of practically all Asia. If you buy a pair of shoes in 
New Delhi, it is made by the Chinese shoemaker. If you borrow 
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money in Malaya, you borrow it from a Chinaman. These Chinamen 
are basically neither Communist nor any other political character. 
They are Chinamen. They no longer live within the Communist 
bloc. They are well financed and they actually operate the economies 
of nearly all of these southeast Asian countries. 

They are inclined to the West. They understand their ways of 
trading. They like the way we do things. We approve of the way 
they do things. We believe if we were to open up the door to Com- 
munist China that it would seriously change our relationship with 
these offshore Chinese. They would decide the United States thinks 
that the Communist system is all right and it is no longer necessary 
for us to preserve our capitalistic, if you will, methods of operation. 

We feel that the influence of those offshore Chinese is very much 
more important than any possible gain we could get in opening the 
doors to present Communist China. 

With regard to making Communist China dependent upon Russia, 
I don’t think that any change in our attitude would change that. I 
think they are going to be dependent on the bloc for their sources 
anyway, and I think that just as Russia has done, the only things 
they would care to buy from us would be those that they don’t have the 
technology or the time to develop within their own country. 

Senator Eneir. There was one question yesterday which I thought 
was never really satisfactorily answered. 

Senator Thurmond was pressing the point, and that is: Why don’t 
we have a common policy with reference to trade, with regard to 
all of the Communist bloc? Why should we have one policy for the 
Soviets and one for the Chinese ? 

That question was never, in my opinion, adequately answered. 

It may be outside the field of your competence, but would you like 
to comment on it ¢ 

Mr. Fisk. I am sure it is outside the field of my competence, but 
I can imagine that the answer is the same reason that Red China is not 
part of the United Nations. We are looking on Communist China 
now as still an active aggressor, whereas we don’t hold that same atti- 
tude toward Soviet Russia. 

As I,say, I am just talking off the top of my head and I don’t 
know. 

Senator Eneie. That answer would have some validity if our 
former allies and our friendly nations throughout the world weren't 
in fact trading with Communist China. 

I understand they do, and do in substantial volume. 

Now, we can argue that it isn’t possible always to make our allies 
do exactly what we want them to do. They have a right to think 


for themselves and they do. They may not always concur with our: 


policy, but it seems to me that it is generally agreed among our allies 
that they will trade with Communist China. When I see myself in a 
position where I am the only one who takes a particular position, 
then I start—we say out West—taking a look at my whole card to see 
what iswrong. Everybody is out of step but me. 

In this instance, we are proceeding on a policy which we follow 
but which is not recognized and followed by our own allies. 
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For that reason, if for no other, the policy is self-defeating, because 
I understand they transship these goods and, say, Germany or some- 
one else, sits in the middle as a middleman. Is that right? 

Mr. Fisk. I don’t know that that is true. On the other hand, 1 
can’t say that it isn’t done. 

I think that this is rather outside of either my knowledge or my 
competence, completely. I would point out, however, that Japan ar- 
ranged trade with China and the relations were broken off. There 
was a great to-do in Japan about how important it would be to get 
back in business with China, and I believe the Japanese Cabinet fell 
on that issue. 

After the protocol was complete and it was decided to go ahead 
and do business, they backed off on both sides and there hasn’t been 
any trade since. Now, I don’t know why that is true, but I imagine, 
in spite of the fact that we are told—and I am sure it is true—that 
the European countries are doing some business with Communist 
China, I don’t imagine it amounts to very much. Perhaps we should 
have that same opportunity to see what we can do, but 

Senator Eneie. What is the basic authority for the China em- 
bargo? Is this under the Trading With the Enemy Act? 

Mr. Fisk. I will have to ask one of my experts that. 

Mr. Ostroff. 

Mr. Osrrorr. We use the Export Control Act of 1949. It author- 
izes the President, and in turn he has delegated that to the Secretary 
of Commerce, to prohibit or curtail exports from the United States 
for reasons of foreign policy, security, or supply, and we do it through 
that law. 

Senator Enexe. That act is carried out by the Department of Com- 
merce ¢ 

Mr. Osrrorr. Yes. There is also the Interdepartmental Advisory 
Committee on which several agencies of Government are represented 
which determines the particular current export allotment. 

Senator Ener. Do we have a way of controlling transshipment ? 

Mr. Osrrorr. Yes; we do. 

Senator Enaie. How do you do it? 

Mr. Ostrorr. We havea variety of regulations. 

Senator Eneie. Supposing an Australian firm buys a great number 
of American items, puts those in their ships and goes to Hong Kong 
with them. How do you stop that? 

Mr. Fisk. I think Mr. Shaeffer, the Deputy Director of the Office 
of Export Supply, can answer that. 

Mr. Suarrrer. Anywhere we learn about that, we have ways of 
stopping it, but there are cases we probably have not heard of. The 
trading community throughout the world knows of our China policy 
and, as a result, [ believe they observe the regulations which Mr. 
Ostroff mentioned, as they are pretty well published and publicized 
throughout the world in the trading community. ' 

Now, undoubtedly there are some subversive activities going on in 
the trading field, but I think generally this is not the case, simply 
because we have prosecuted where we have learned there has been this 
illicit. trade. 

Senator Enete. How many of the 16 countries, members of the 
Allied Command during the Korean war, are still enforcing an em- 
bargo on China? 
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Mr. Suaerrer. None that I know of are applying a total embargo. 

Senator Eneir. That highlights the very point I was making a few 
minutes ago, namely, we are the only ones who are doing it, “and it 
raises a quest ion in my mind as to the intelligence of what we are 
doing. 

Now, we may be right, but we sure have a lot of people on the 
other end of it. 

Mr. Fisx. I think the matter of trade with Communist China is 
only a part of the much larger overall picture in the political situation 
which I don’t think we are compet ent to talk about. 

Senator Corron. The ee of the Special Subcommittee on the 
Textile Industry states that U.S. textile mills can purchase cashmere 
only from Outer Mongolia at prices substantially above the Chinese 
prices. Or the U.S. textile industry can purchase cloth from Europe 
where the mills are free to import C ‘hinese cashmere at the lower price. 

Would you agree that in this case, at least, U.S. trade embargo 
directly hurts U.S. industry, which is in a very distressed condition? 

Mr. Fisk. Well, I don’t believe that that particular one does, Sen- 
ator Cotton, because, after all, cashmere comes only from those areas 
of the world. We have no cashmere in this country that I know of. 

Senator Corron. Yes; but the point is, if we saw fit to buy it from 
those areas, we pay the higher price. But the British can buy it from 
those areas at the low price and then sell it to us, to get the difference. 
I am not necessarily saying we should raise that embargo but isn’t 
that a clear instance, and in the case of a distressed industry, where 
our position hurts us in that it gives that profit to England or to any 
other European country that gets it direct when we could? If it 
weren’t for the embargo, we could buy it as cheaply as they could. 

Therefore, it puts our textile industry at a Sandrendune. 

Mr. Fisx. I see your point. I worked for 30 years in “department 
stores. I have bought a good deal of cashmere garments. My recol- 
lection is that nearly all of the best cashmere, before there was any 
war, before this situation arose, we still purchased from England or 
from Austria. 

Now, perhaps our present competence is great enough so that our 
own mills would be using cashmere if we bought it direct, but from 
my experience when I was a merchandising manager and those items 
were bought, we still felt that the way people in Austria and England 
produced cashmere garments we preferred to buy through them rather 
than from American manufacturers who may have ‘used the item 
directly. 

Senator Encore. Could you give us a little detail on what kind of 
export controls you have now, what is the present structure of the 
controls of East-West trade ? 

Mr. Fisx. In general the only control we have on East-West trade 
is to deny strategic materials to the bloc. To Russia and the other 
satellite coutries. 

That is handled through a series of lists which say that these items 
are approved for approval or denial. There are not too many items 
left on those lists. “We process them very carefully. If there is any 
question they go through a series. of committees. The committees 
are composed.of various agencies of the Government that have an 
interest in this problem. Commerce chairs the committees, but the 
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State Department, the Department of Agriculture, the Department of 
Interior, the Treasury, the ICA, the CLA, are all represented on those 
committees. 

The first Committee called the Operating Group decides whether 
or not it is in the interest of this country to allow a certain item to be 
shipped to Russia. If there is any question about it, any one of the 
members of that operating Committee can object and eall for an ap- 
peal where it goes to a higher level committee where the appeal is 
considered very carefully. 

Finally, even after that is done, the Secretary of Commerce has the 
final word. It is not a matter of voting between the different depart- 
ments but merely assembling the best advice that can be secured from 
all the departments that have an interest, and presenting that infor- 
mation to our Secretary. It is authority and his alone as delegated 
by the President to decide whether or not a separate single applica ation 
should be approved. 

There is one word in this whole operation that makes this opera- 
tion complex and that is, what is strategic. 

If you want to consider that it takes an engineer 

Senator Eneir. That doesn’t apply to Communist China. You 
just include everything. 

Mr. Fisk. I have left Communist China, North Korea, and North 
Vietnam out of this. I am talking now about the export control as 
it applies to U.S.S.R., Poland, Bulgaria, Rumania, Albania, and the 
other Eastern European bloe countries. I thought that was what you 
wanted, Mr. Chairman. 

Senator Encir. That was what I had in mind, but in the context 
in which you answered I wasn’t quite sure that we were making the 
distinction clear. As far as Communist China is concerned 

Mr. Fisk. Nothing.. Communist China, North Korea, and North 
Vietnam, nothing is shipped. 

Senator Monronry. Could I ask a question there: Is ev erything an 
exporter wishes to sell to Russia—talking about Russia specifically— 
have to clear through the export controls of the Commerce Depart- 
ment, or can he have a wide list of peaceful nonstrategic articles that 
he can export without clearance ? 

Mr. Fisk. There is a great quantity of items that he can export 
with no clearance whatsoever. 

There is another very large list of items which he can himself certify 
are permissible to be shipped to Russia. We call that our general 
license. He doesn’t have to come to us for that. And it is only the 
items on the positive list, which is the name for this prescribed list. 

Senator Monronry. Does our staff receive lists of those ? 

Mr. Barnes. Yes. 

Senator Monroney. Would you submit those at this place in the 
record ¢ 

Mr. Fisk. I will be glad to. 

(The information requested follows :) 
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[Extract From the Fifty-First Quarterly Report by the Secretary of Commerce 
to the President, the Senate, and the House of Representatives on Export 
Control] 


The Positive List as of March 31, 1960 


The chief purpose of the Department’s Positive List is to keep 
American exporters continuously advised of the commodities for 
which validated export licenses are required before shipments may 
be made to friendly foreign destinations. Validated licenses are not 
required for commodities exported to Canada for consumption in 
that country. ‘ 

All Positive List commodities, and all non-Positive List com- 
modities except certain specified general license goods—such as general 
license GHK for Hong Kong and Macao, GLSA for the U.S.S.R. and 
its Eastern European countries (excluding Poland), etc.—require 
validated licenses for shipment to the U.S.S.R. and its Eastern 
European destinations (excluding Poland), Communist China, North 
Korea, and north Viet Nam, as well as Hong Kong and Macao. 

The Positive List is different in concept and content from the 
U.S. security export control list. The Positive List covers all items 
requiring validated export licenses for specified friendly destinations 
(but it should be noted here that the majority of goods—all goods 
except those where applicable general licenses apply—even though 
not on the Positive List, require a validated license for shipment to 
the Sino-Soviet bloc and certain “fringe” areas). In addition, the 
commodity specifications on the Positive List are sometimes broader 
than those on the security export control list for administrative 
reasons. 

The number of entries on the Positive List should not be considered 
as an indication of the comprehensiveness of export control. While 
one Positive List entry may involve only a few applications a year, 
another may involve many thousands. 

The designation ‘““RO” in column 3 of the table indicates that the 
commodity requires a validated license for shipment to any destination 
except Canada. The designation ‘‘R” indicates that a license is 
required for shipment to any destination outside the Western 
Hemisphere. Validated licenses are also required, however, for some 
non-Positive List commodities for shipment to Poland. 

The number of separate entries on the Positive List was slightly 
increased during the first quarter of 1960. At the end of the first 
quarter there were 894 separate entries, of which 798 were controlled 
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to both R and O country destinations, and 96 to R country destina- 
tions only. 

The following table shows the commodities on the Department’s 
Positive List of Commodities controlled for export as of March 31, 
1960. 


Two or more related entries are frequently grouped together in the 
interest of brevity and clarity. 

The numerical designations in column 1 indicate the appropriate 
commodity classifications as listed in the Bureau of the Census 
Schedule B classification of exports. This is the classification system 
used for identifying commodities on the Positive List. 





Schedule Commodity description Area of 
B No. control 





RUBBER AND MANUFACTURES 





20051-20105 | Synthetic rubbers ! 


SvaseacuginnduscnndincandcctasGualeeinnsdiadndankiniedmeasine R? 

ED 0 te QUOD Sine ag ive cnsccdtestucandndhsécdbbnssecdsbdsocesscecesstbocdtedbesede RO 
WM RR a Te ere! MANS, © RO 

DOGS | UNOGIN® CONOR MUNITIONS 9 nce n ccc ns connnncagidsdcsconecsemiandiplubtndade R 





TEXTILE FIBERS AND MANUFACTURES 





98418-38482 | Yarns, monofilaments, staple, tow, and woven fabrics wholly made of polytetra- | RO 
fluoroethylene (e.g., Teflon). 





PETROLEUM AND PRODUCTS 















a a eR a Ene A 

60161 | Aviation gasoline, 100 octane number and over 

EE i COO Bs a0 Gite id Whe deta ct cccnescucusdéscastubhsthpbedonttetewncessastncdnenais 
Lubricating oils !_............. 

60408 | Cutting oils and compounds 

60410 | Lubricating greases..............-.........-...- 

60590 | Hydraulic or automatic transmission fluids ! 


GLASS AND PRODUCTS 





62311 





Geaats er yebeth, CCIE I. n < cdi acide ghdimwcapncncedaccecccseceumssntatce | RO 





CLAY AND PRODUCTS 





53620-52689 | Refractories ! 





OTHER NONMETALLIC MINERALS AND PRODUCTS (PRECIOUS INCLUDED) 











2 Sen GNI DIDIIIIN, «.0 550s cnanedbiicsnanctunsucesuetendodaeabstiesateaninen RO 
nn fn NE Sn i eeneeaaineinmaaamemnadaoknatii aan RO 
ee ea ie oe RO? 

57227 | M ane oxide, and magnesia cement containing 97 percent or more magnesium | RO 

oxide. 

60506-59509 | Quartz crystal, natural and synthetic !....................2---- 2 RO 
a Ee ee eee: S RO 
ree f CYTCEEIS Me hia cnn ecdcncsRencccsocsushengeinoceesécenanin’ RO 

IRON AND STEELMAKING RAW MATERIALS 

0030-60085 | Scrap, except tin plated or terne plated_.............-...-...-----22.--- eee eee RO 

| ESS EE LE, SEE LOE ARIE NEA PB RO 





See footnotes at end of table. 
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Schedule Commodity deseription Area of 
B No. control 





IRON PRODUCTS AND STEEL MILL PRODUCTS, SEMIFINISHED 





60172-60178 | Alloy steel ingots, blooms, billets, slabs, and sheet bars !_...............-......--- RO 
ne (. Ci CUS. oo nce necnss i eebaksustebbdcndbemasanedalbaeds RO 
ee eS a eee eee a RO 
Se 2 EE SURE anon naudhunncnionne icecnameaeraenaeumnuekaussoaasdenhenne RO 





IRON PRODUCTS AND STEEL MILL PRODUCTS, ROLLED AND FINISHED 





| 


a rE RS ok ood noes oo ddkbambeiononnansnndocinrsdeasncbucidbaane RO 
Dee Oo oir dha ncnncsnbquaSpenmndieieasinhtutpadebasensbadad RO 

el t Seeenes AOUEE) MRMDNGD GIN) BENNS: ns. Cc chbwiuwedwencsccuounuucecuoucecccnana RO 
SD © SRI OUNUDD Shino gcc hence hn cde disithincni hb snte inane deniindnenitedatdodl RO . 
ns & Cones ne EE, GN SEND 9252... ccsmdidaccbnnccnnsastnadsubbcnechcbaucoadecad RO? 
I a la a RO 

Geren ) Beep ovnel atrenteral ehaes 8s sos on nse ss cdcb scsi ccccecn cescdeccccssecccecssed RO 
IIIT OUI OD ON i cell al li ee a Dina emer aumien RO 





CASTINGS AND FORGINGS 





| 
61050-61055 | Castings, alloy steel, rough and semifinished ! 
61065 | Forgings, alloy steel, rough and semifinished ! 








METAL MANUFACTURES 





61869 | Alloy steel perforated sheets !...............----..-----------------------neeeneeee | RO 
61881 | = pipe lined or covered with polytetrafluorethylene or polytrifluorochloro- | RO 
ethylene. 


61932-61934 | Liquid fluorine jacketed containers of 250 gallons capacity and over; and other | RO 
liquefied gas jacketed containers of over 500 gallons capacity. 


ES © CE WES occ mnnemeabamnninchiiehaanieeeadaaced Mau taaieas coceeedeee RO 
2d etal a ivcetnin nists coors eae nie ts edadlie din hagie nde dinate RO 
NN dan RO 
61995 | Metal foil !_....-..__.- Ped S OE he Rang oath SES eee eee ae ee eee RO 
61995 | Copper and copper-base alloy perforated plates and sheets................_..__.. RO 
a SU 2A, cian ccna nds cps cite biues sdiciumacinaialae aie diets RO 
61995 | Zirconium and zirconium alloy manufactures................-.-..-----.-.-------. RO 





FERROALLOYS 





62230-62290 | Ferromolybdenum; ferroboron; ferrocolumbium; ferrocolumbium-tantalum; fer- | RO 
rotantalum; and ferrozirconium.! 





COPPER ORES, CONCENTRATES, SCRAP, AND SEMIFABRICATED FORMS 









64010 | Copper ore, concentrates, matte, and other unrefined copper...................... RO 
ee 2 Cees Caer Gt DOE SEND. it a nepeeeinaaitbinnebcicvebdaneunenvaciians RO 
gs EE Tg eS Te ee ae eee RO 
ny 2 er rr Cllr CUNNE « ots si oroc cn ecaaeeeacdchpabbesscctasaeSacccontedasbe RO 
ns Crees Gene GONND, GINN CNTR... 5c cantnbedcsndcccninwbebasnciissbibieliaiiadiones RO 
ee, 2 ir rn Wir CNN oo. oo ooo oe a suenebbebabeandeane ost we 
64290 | Copper castings and forgings, rough and semifinished_............................ RO 
I ie Pa I OU DIDI, oss snrsnadinisinceiniameiiinnandinitadicddiaieahin iaistsaiidimiaianssivadsinisieil RO 





COPPER-BASE ALLOYS, SCRAP, AND SEMIFABRICATED FORMS 





er a ee nee re aiabie RO 
ow eg ER. eee eee RO 
64490 | Copper-base alloy bars, rods, and other shapes, extruded, rolled, and drawn.-.-.-- RO 
64500 | Copper-base alloy plates, sheets, and strips. .................-..........-.----.--- RO 
Dn | cena Gey pane Ge Nene <..............c<kbancasensalieaemnecssnonsececesobe RO 
64571 | Copper-base alloy wire and cable, bare.....................--.-......--...-----.- RO 
64793 | Copper-base alloy castings and forgings, rough and semifinished-................- RO 





See footnotes at end of table. 
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Schedule Commodity description Area of 
B No. control 





NICKEL ORES, CONCENTRATES, SCRAP, AND SEMIFABRICATED FORMS 





GUAGE 1. DE lata Cart, CORR ne CRUE TEI i rirenceercegcsnictninnnincitiriitiititnn addline | RO 
65462 | Nickel residues and dross; and nickel alloy metal scrap !................-.-...-2.2. RO 
65467 | Nickel alloy metal in crude forms, and bars, rods, sheets, plates, and strip !....._. RO 
65480 | Nickel alloy semifabricated forms, n.e.c.!..................-.-.-.-2-.2e-neeeeee- ee RO 





OTHER NONFERROUS ORES, CONCENTRATES, SCRAP AND SEMIFABRICATED 
FORMS (EXCEPT PRECIOUS) 





I tt MNO Si ice cicncccdnnsnhodandéuunnaguduediasaameiasanteehgematakebaie RO 
EE PC RNOONE 8 iia a cnidanddiiond<cnsenicvatinasindnsaddecdapiawgekeds aebudicneteneenmtuaaban RO 
Ge 1 GOERS OF MINNINUR ie a on wdinccnewseiiece suas cdcaci andacdaseddandcmagbond RO 
SED 1 DRONES 6 cieiceiacescddisemistiengidadasucwsgtidbimamsagee edad RO 
ee POR NO O52 os Soon Se ined 5 cla eabeaccgnesesbancsnusatesdeelerapend RO 
See t BOCI sone bark seresdcsn cdi desu sd deccndeaddddns cdadaaeasecelaidee aan RO 

66475 MAGMMIVEE CP DAGIQUET 4 cs an ccecccnndsicuncdvdpuccdnqdanadecccasabseadebbtedes RO 
66479-66483 I ids dards Sic ccc dcncndacesstantosseoetes tana ate deem toda eee RO 

66487 | Alloy steel scrap containing 1 percent or more tungsten_--.........-.-......-...-.- RO 

OE a dnein eee oan inland iinet RO 
SE |. aN Reread Aa tin ceniienncan maken enpeaoneaennsinenedainmuaimmiiel RO 


RO 
66540 Other nonferrous metals and alloys, in crude form, scrap, and semifabricated | RO 
forms, D.e.c.! 





PRECIOUS METALS AND PLATED WARE, N.E.C. 





69561 | SUVGP-SOGSP RTOS DOO inccqcansnndnssdtantecincieinndmmle Mes eass RO 





ELECTRICAL MACHINERY AND APPARATUS 





70010-70115 | Generators and generator sets, 5,000 kw. and over, and parts and accessories !___.. RO? 
70362-70379 ones quis y and characteristic measuring and testing apparatus, and parts | RO 
and accessories.! 






70415-70498 | Electric motors and motor controls, and parts and accessories !_.................- R? 
yo ER Ea SR a Ts ele RO 
70660 | Power-controlled searchlights designed TP Nn onc ence eka RO 

70741-70746 | Electric industrial heat-treating, melting, and refining furnaces and parts_...-..-. RO 

70751-70753 | Flash discharge type X-ray tubes, and parts and accessories. .................... RO 

70764-70797 | Radio and television apparatus, and parts !_..............-.--.----.---2.-2.------ RO 

FaSe-700t4 | Electron tubes and parts 3... noon csdnsscsdescsascacccssuctvcccacecesseusbael-<ni RO 

70048-70650 | Other electronic-type compomemts 2... . 2 onc sec ccc cece nce cccncsetscecese<~-s RO 
70867 | Radar and other electronic detection and navigational apparatus and parts !_____. RO 
eee | Carrier ourrens ecient Baas odaitn cca dunsggngekatnntacetnntee blecsettilooend RO 
Fears | Wlecretle SIIIOTE, OUIG DORTE Sila cd cgnc entitle cntbeneséscsecedhdgnndasabend RO 
70883 | Magnetic recorders and reproducers, and parts and accessories !___.........-...... RO 
TE. EROUNCe CURIONI, F.O.6.5 ....., 0nd ddhistd<ntedinde d60cinnseahabemnp aceamieianees RO 
eR ee ee a a eS RO 
Tees | TOMDNONS GOUIDENENE, SI NOTED *. nn cecnnnncccccnnctsccscesuseae RO 

70921-70922 | Starting, lighting and ignition equipment !__............. RO 
70948 | Copper bus bars.........-.-.. RO 

70972-70995 | Wire and cable, insulated !_...............-...--.....-- 4 BO 
Dee. |. eReRT AOE GUNES Uae ahh iis 65.5 sce Gusisennddnnstecbncsmckbneneneeabend RO 
70999 | Miscellaneous electrical apparatus and parts, n.e.c.!........-.....------.-.------- RO 





POWER GENERATING MACHINERY, N.E.C. 





71131-71190 | Steam turbines designed for turbogenerators 200,000 kilowatts and over........._. R 
71330-71392 | Water tube boilers, marine type, and parts !_........-.------2 2221s RO 
71450-71590 | Diesel engines, 50 horsepower and over, and parts !_..............222.---.2-- eee RO 





CONSTRUCTION, EXCAVATING, MINING, OIL FIELD, AND RELATED MACHINERY 





72000-72021 | Power excavators and loading machines, and parts, accessories and attachments '!_} R? 


eC: 0 SCIPS GATE alicia eds nue R? 
72225 | Contractors’ off-the-road wheel-type tractors !...........-.....-.---.-2--- eee R?} 
72227 | Off-the-road haulers !......-- uct tellin ile egies 
72245 | Miscellaneous construction and maintenance equipment, and parts, n.e.c.!__.....| R®? 

Tee-saeee | Meterials handling equines 2... on... caccnccncccccctsocaceséscccdonnnucssaasan R3 

73091-73225 | Rotary drill rigs, and parts and accessories !...-..........----------..----------.e R3 
73395 | Petroleum and natural gas field production equipment, and parts !_.............. R 





See footnotes at end of table. 
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Schedule Commodity description Area of 
B No. control 





METAL-CUTTING MACHINE TOOLS (NONPORTABLE), PARTS AND ACCESSORIES 









Rn creecicinicimadamenniainn uate atin aaa acace Eee Thad asi RO 
SE cane at SURNn SUUNOIRNUINER ORY GIN i od onda ob cen bcdScccudeabacadSeccsncccccea RO 
Df I 0-2 2 Sass SSE ca Saws dubueudocscebbeseacesdeccdione RO 
Saree 4. waneeeee arms Gr: Cierminy Weis 3 nnn otis whe ce ccd kwee laa cde ewe sesccdeees R 
I mpm so stipe iin ts diet RO 
a aaa er lat cdc 0b a en enemas ma RO 
te ee hE OS ee) 5 RE Se RE ee RO 
nn 0 re nS IOI (05 rrr a ee ik sss ce caccancnsecutecceds | RO 
i a la an lee i ddipeeelddcdueanigainidangindianincdeka dita RO 
oko. enaeeneantsnoncasaucanananonuaasadane RO 
74391-74410 | External and internal cylindrical putns PN 8 nonce cncinnaudacdouesthees RO 
74420 | Grinding machines for broaching tools !. __..........-..----...-----...-.-2.2----- RO 
74427 | Band sawing and band filing ne R 
eS nag ndn ee bwenite cad RO 
74439 | Other metal grinding machines, n.e.c.!..............--.2-- 222 nonce ec neneeee-ee RO 
74440 | Multistation machine tools equipped with closed loop electronic circuits 
UB ane 
74450-74455 | Other metal-cutting machines and machine tools !...............-..-..-.-..-.---- 
74456-74457 | Parts and accessories for machine tools !.....................-.-.------------.---- 





METAL-FORMING MACHINE TOOLS, N.E.C., PARTS AND ACCESSORIES 





I allie etched RO3 
eee nner I NINN orn ce cn bnnndddbokssancisdaccuacss RO 
SL ree Se Oe NO Boe, oi an ded cnckewbboeddccsebnendaccncossees RO 
74466 | Forging machines and hammers !-........................-.- Cities canine RO 
74468 | Parts and accessories for metal-forming machines !................--.-....----.--- RO? 





METALWORKING MACHINES, N.E.C., PARTS AND ACCESSORIES 





ee ny CONE td oon cakckennseaneesanagaasoonhasaseeecbia RO? 
74500-74529 | Foundry equipment, and parts !........................222.....222-----ececeeeeee RO 
74580-74601 | Metalworking machines, n.e.c., and parts and accessories !_......................- RO? 





OTHER INDUSTRIAL MACHINES AND PARTS 





76650-76670 Industrial process measuring, recording, and/or controlling instruments, and | RO 





parts 

76603-76696 Testing a sronsuring maastinns: GN0 INE 8 on coc ccetbiiscctensispewicctcticncss RO 
76698 | Geophysical and mineral pesepoaing equipment, and parts !..................--- RO 

76910-76035 | Ball and roller bearings, an oo pict dtn stad ddbdhetetcdécdebedabobasasedetsenans RO 

77073-77078 | Dynamic air and gas compressors —— syecetliubbubiedebowsectbddbbnens RO 
77086 on vacuum pumps, 12 Pi? inches i in diameter and NE Savane rcwstecuetitewind RO 

77101-77119 | Other pumping equipment ! RO? 
77123 | Tubular oes t exchanger na i RO 
77125 | Heat exchangers, an d parts i RO 

TOs Fe 0 OS BONE Io cercsswcmnpeenncttindcbnwecigddnddnvbbeccccssssicoend RO 
77480 sy ake ae and glass finishing machines; optical curve generators; | RO? 
77485 | Electronic Sa manufacturing and assembling machines, and parts. ............- RO 


77516 | Pipe assemblies specially fabricated for particular machines or equipment--_......| RO 
77820-77525 | Chemical’ and pharmacelatical proopgssing and manufacturing machines, n.e.c., | RO 


and parts. 
77567-77570 | Carbon black furnaces, combustion type, and parts and accessories. .............- R 
77585 ae NE EN HO Sid dca vadddctunisctdddibedcébtubactoncccecccocscuces RO 
77588 | Ind -type separators and collectors, and parts !............................-.. RO 
77596 | Power-driven eee Ti aaa caaann cicninitetain sa imeinetatin tibiae gemnitaamabaasiinlpsin RO 


77599 Miscellancous industrial manufacturing and service-industries machines, and | RO 
parts. 





OFFICE, ACCOUNTING, AND COMPUTING MACHINES 





77626-77628 Electronic computers, related information processing machines, parts and acces- | RO 





See footnotes at end of table. 
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Schedule Commodity description Area of 
B No. control 
TRACTORS, N.E.C., PARTS AND ACCESSORIES 
78727-78891 | TIED Wem Oe a a i ia ne | R? 





AUTOMOBILES, TRUCKS, BUSES, AND TRAILERS, PARTS, ACCESSORIES AND 
SERVICE EQUIPMENT 





as 1 meen CRORES OUD WUIID Sn ieccn acc cncnsicentebieisensaienianetieiadl RO 
Tense Teese | FOMUGTIOET COTS GIG GEAUNNS, TRITROTY «oon n conc cccccccecccnccccccscccccccceccessan RO 
$9006 704.24.1 Special purpose Vomiekes § .... ..n.ccccccé cc coccnciccccssecessccessscccccsbssesescsees RO 
79130-79133 WO GOTO inl. n 85 bncsaplb FAS Bh ho enh hn ce ewntntbndina RO 
TI > a a RO 
79148-79277 | Parts and accessories for automotive vehicles !_.__...........-..-.--..-------.---- RO 





AIRCRAFT, PARTS, AND ACCESSORIES 





79337-79355 | Military aircraft, models C-46, C-47 and C-84__.....-22- RO 
Ee 5 ORV Es GPUUNE, GUODINS CHUNIIEIII ono o ec nncnasuseanaamnn digeeenemmeomeennadion RO 
Papeerenese <= AETRORS OATES GG CIID On| .cciicncctncnddcemmendenentieentenaidioet RO 





RAILWAY TRANSPORTATION EQUIPMENT 


79660-79608 | Railroad cars equipped with liquefied gas containers !...............---........-- RO 





COAL-TAR AND OTHER CYCLIC CHEMICAL PRODUCTS 














Se © rN oi sons eescunnenie detiinahnaeienaieitintn anpnmtenniemnammiialnesmatiosiil RO 
80279 | Fluoroalcohel esters of organic carborylic acids boiling above 500° F.............. RO 
GRETO | Prembtre-N-mmGU FIO 5. 5 os osc siren seri ccetietene ctcsccccstassucasuEcsscncs RO 
80698 | Miscellaneous finished coal-tar products !...................-..------------------- RO 
MEDICINAL AND PHARMACEUTICAL PREPARATIONS 
81398 | WMoePichanl chemntenle ? . « dcacssiccescsccccsccccccntesccscrsssscctesecseusescssitina RO? 
CHEMICAL SPECIALTIES 
82085 | Weed killers consisting primarily of boron compounds......................-....- RO 
82591-82610 | Synthetic resins in unfinished and semifinished forms, including scrap !..........- RO 
oe EEA I ee ae RO 
Re ee ee ee ae EE Se eee RO 
ny 0 ene I IE III. ss ess tvakcicn deed eee aaalereial kena iannigh tan idbalaaiiel RO 
82986 | Radioisotopes, compounds, and preparations !_..............-........-..---..-..-- RO 
Se 1, ST GIES os ucaccddccccuraddessuninnbosiibedciesdcansenatesmseeaaenied RO? 
Pn ran Oc a Bids lane sea @lomcan RAI RO 
82999 | Miscellaneous chemical specialty compounds, n.e.c.!_.................-...-..---.. RO? 
INDUSTRIAL CHEMICALS 
ne | CoGernnD QUNNOUNNIND ©... cccinniddemaaaiaensadhsecinasececiaticeaeunueiiail RO 
I ar OO asda let agpneisitaindhcadiesbuabnianiaaitail RO 
83440-83460 | Lithium bromide; and lithium iodide_................-.2.-.-2-2 2-2 eee eee ee RO 
83622 | Boric acid and borates, except sodium perborate. -...............---....---.--...- RO 
I ihe aes canna et einen tann in ase snainigienlinitiahichndahasasamiaaaan RO 
Renner IIS OUI, UUIIIIIOITII .. . .  cncrssceensiesuisnioveecnaeigitenalsinensgrchcnieindasnaniiaheesicninanotasiioal RO 
nhs on asda aeeeaad teddies dmacamcineeeeiciaamn RO 
Tr Sap UI OO ON cna ite cnet tnnencannsade ess naman RO 
a SC cts tenis vnc eet RO 
we RS ee ee ae RO 








See footnotes at end of table 








68 


FOREIGN COMMERCE STUDY 





























Schedule Commodity description Area of 
B No. control 
PIGMENTS, PAINTS, VARNISHES, AND RELATED MATERIALS 
84380 Polytatrauoroethylen Bnihs aid easily and palyeiaorochioroatiaae i RO 
EXPLOSIVES, BLASTING AGENTS, FUSES, AND BLASTING CAPS 
86070 | I IEINUON? 2555.3 cccnscchesaceateiconkenseasavostacteensennaeeacd | RO! 
PHOTOGRAPHIC AND PROJECTION GOODS 
90028-90230 aecpeet cameras, and parts and accessories, including lenses; micro-flash equip- | RO 


ment. 











SOIENTIFIC AND PROFESSIONAL INSTRUMENTS, APPARATUS, AND SUPPLIES, N.E.0. 





01605. Zon misressepes, and parts theredor 8. .65 <6isi5 cc -. cc nc cccccnccccccnessccccccssccce RO 
91599 | Surgical and motioel apparatus made of polytetrafluoroethylene Re iacietieinktent dakchutis Mall RO 
91650 | Compasses and OUOOTES OGIINEMONS. GG NOFts *. ow. ccc cence cc ccocnccce ssc RO 


91972 a capable of no dosages above 5 roentgens in one exposure; and | RO 
parts and accessories 
91980 | Miscellaneous research laboratory apparatus and equipment, and parts, n.e.c.!__.| RO 


ORDNANOE AND PYROTECHNICS 








SF ree eee Ss BIOS, ... sin ctnencnnendseecnnssieasumenbbenigimendiaieniinnnenéaes RO 

04819-04825 | Brass, bronze, and copper components and parts for ammunition !__.............. RO 
MISCELLANEOUS COMMODITIES, N.E.C. 

98159 | Manufactures of polytetrafluoroethylene and polytrifiuorochloroethylene.-....... RO 

CRED Fs csi ssccsicwcncaesndearteecese acccctechadhscccsseceescateussessseeaas RO 








1 All types of this commodity under this schedule B group are not on the Positive List. For detail of 
items included see Comprehensive Export Schedule issued Apr. 1, 1959, and amendments thereto. 

3 In general, the area of control indicated, either RO, or R, is applicable to these commodity classifications, 
However, certain specific commodities are under the other area of control. 
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Supplement No. 1 to Part 371 


COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA 


Symbol “H”—Commodities subject to General License GHK 


Symbol “S”—Commodities subject to General License GLSA 


Commodity 


Animals, edible 


Meat and meat products 


Animal oils and fats, edible 


Bt NO Sonia os 6k cdc ceed 


Fish and fish products 


Other edible animal products 


Hides and skins, raw, except furs 
eee ere 


Leather manufactures fexcept military footwear, 99930) 


Furs and manufactures 


Animal and fish oils and greases, inedible.... 


Other inedible animals and animal! products: 
Live animals 


Glue of animal and fish origin 
Casein, inedible . 


Fish, shellfish, and other marine animal products, inedible, n.e.c....................... 
Animal! products, inedible, n.e.c.: 


Beef glands; biological supplies (animal origin); glands, crude; and pancreas 
Other animal products, inedible, n.e.c. 


Grains and preparations: 
Barley; barley malt; and corn, except seed. . 
Inbred corn seeds. . iF ‘ 
Other corn seed, except sweet corn seed 
Other grains and preparations 
Fodders and feeds, n.e.c. : 
Bee cae. Wace 


Oil cake and oil-cake meal; dairy feeds and poultry feeds, prepared or mixed, wholly 
or in chief value of vegetable origin ; Faaeat canes ; 
Fodders and feeds, n.e.c., wholly or in chief value of vegetable origin: 
Apple pomace; fruit pulp; kelp meal; pigeon grits; and rat chow 
Other fodders and feeds, n.e.c., wholly or in chief value of vegetable origin 
Vegetables and preparations, edible: 
Beans, dry, ripe, except for seed 
Seed beans, all types ........... 
Peas, dry, ripe, except for seed 
Seed peas 
Vegetables, fresh, including frozen 
Vegetables and vegetable preparations, edible, n.e.c. 


Fruits and preparations 
Nuts and preparations: 


Apricot and peach pits and kernels (shelled or not shelled) 
PPORNINED oo. caicciccccvcccstOTows. os 
Other peanuts, shelled...... 

Peanuts, not shelled 

Other nuts and preparations 


Comprehensive Export Schedule CEB 833 


Schedule 
B No 
00113-00199 
00200-00480 
00505-00550 
00600-00698 
00700-00899 
00921-00990 
02017-02509 
03005-03590 
06451-06990 
07150-07590 
08090-08589 


09005-09090 
09230 
09420-09429 
09990 
09992-09997 


09999 
09999 


10110-10315 
10317 
10317 
10321-10990 


11010 
11130-11938 


11998 
11998 


12001-12030 
12035 
12040-12050 
12055 
12071-12260 
12360-12599 


13010-13560 


13740 
13751 
13751 
23755 
13761-13799 


Symbol 
H § 
H 8 
H § 
H 
H Ss 
H Ss 
H § 
H Ss 
H §S 
H § 
Hy Ss 
H Ss 
H Ss 
H §S 
H § 
H Ss 
H 
H S 
H 
H 
H S 
H 
H §S 
H Ss 
H 
H 
H S$ 
H 
H S$ 
H § 
H S 
H Ss 
H §S 
H §S 
H 
H 
H § 
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peneeny 


COMMODITIES ee TO GENERAL LICENSE GHK OR GLSA. 








Vegetable oils, fats, and waxes, refined: 
Refined and semirefined vegetable oils: 
Cottonseed oil; soybean oil; peanut oil; and linseed oil 
Apricot kernel oil; dapok seed oil; olive oil; palm kernel oil; sweet almond oil; 
and tea seed oil 
Other refined and semirefined vegetable oils, except deodorized, hydrogenated, 
and/or winterized, n.e.c. : 
Deodorized, hydrogenated and/or winterized vegetable oils, including cooking and 
salad oils, and excluding shortening 
Secondary vegetable oils and fats: 
Vegetable oil shortening 
Cocoa butter ........... 
Other secondary vegetable oils and fats 
Vegetable waxes, refined 


Cocoa, coffee, tea, and substitutes 


Spices 


Sugar and related products: 
Sugar, beet and cane 
Dextrose, except pharmaceutical; sirup for table use; molasses; glucose, liquid or 


dried; honey; candy; chewing gum; and baby food custards and puddings......... 
Maple sugar ........ 


Other desserts and sugar e products, EG: cake ec bancks s0bsethedete ve tana av aces kieeekhoes 


Beverages and related products: 
Malt sugar, and maltose 
Malt extract, and malt sirup 
Other beverages and related products 


Rubber (natural, allied gums, and synthetics) and manufactures: 
Balata, gutta-percha, and other crude allied gums 
Neoprene (polymers of chloroprene) 
Rubber, reclaimed 
Rubber cement 
Rubber and rubberized piece goods, fabrics, and sheeting, n.e.c., made of or employing 

synthetic rubber 

Other rubber and rubberized piece goods, fabrics, and sheeting, n.e.c.............-.+++ 
Rubber boots and shoes; canvas shoes with rubber soles 
Rubber heels; rubber soles, soling, top lifts, and top lift sheets 
Surgeons’ gloves; and gloves and mittens of synthetic rubber 
Other rubber and rubberized gloves and mittens 
Druggists’ and medical rubber sundries: 

Atomizer bulbs; bath sprays; breast pumps; crib sheets; ice bags; medicine drop- 
pers (glass droppers with rubber sacs); nipple shields; nursers; nursing bottle 
nipples; nursing bottle teats; pacifiers; rubber sacs for nursing bottles; sponge 
bags; surgeons’ aprons; teething rings; water bottles; water cushions; and 
water pillows ....... 

Other druggists’ and medical rubber ce oon cas rhc nets aabiees asenes 

Clothing of rubber or of tubberized cloth: 

Aprons; bandeaux, ladies’; bathing caps; bathing shoes; bathing slippers; bathing 
suits; brassieres; bust supporters; capes; corsets; dress shields; girdles; house- 
hold aprons; infants’ bibs, bloomers, diapers, and pants; reducers; reducing 
clothing; sanitary belts; waterproof aprons; and waterproof sleeves 

Other clothing of rubber or of rubberized cloth 


Schedule 
B No. Symbol 
iammganeks tie siines seeds ues 14210-14240 H 
Det binleiinee anal Ae eGke Pa sin 6 Abee's aa das Leaman be hO se ank ee ARRAS RAaNeD 14261 H § 
nige tabass oe bie hee eka pkeds Ans Ghee Sah eng oe® 14261 H 
Noe oatedeed Ga skenmehuesaivus Chh peniaciheekeosas 14331-14871 H 
see egenereakek Wade Guhe seebeeseennias <bedaeee 14392-14395 H 
Lehiceenrnteeiuencatanh oud ka ehaneek seca 14420 H § 
Re rnenneo ous caweww ead Usis'e WORE chee seu was oes NET 14430-14499 H 
SXESPERREE EASED A DAAEE CARERS OMERRE eRe A eaee 14500 H § 
o06esgscenees cS Qiiath + canpetesnssemmitlaes tenants 15010-15139 H § 
15492-15498 H § 
alin Misia Rn sine adie niiien.ke oe nae esas ceeentannns pains © 16190 H 
16200-16360 H § 
TT TTC TT tT ete 16370 H 
16370 H § 
Sd MRAOE PROS RAE Cake penned eden sedeinn poneqnss SeMeiadead we 17015 H 
TON Te ee SPT Le i er 17015 H § 
Raped amancnecenecsensee sac ctuhd’ «fei MMy a qtsewes 17020-17800 H §S 
050500090 bbep ciequncies oe bad dubs 20030 H § 
SL aUTeR vd he cede ea eca thee Wee ecuveccusedeues 200938 H 
LTTE EET TL ELECT L LEEPER TET. a ke 20110 H 
iE cdghntinieghnaen beens akeetintehivecwsereenaureerorenyeeeneeeagaes 20140 H 
Labedn uae ets SRLEMIG Ss Sie MAKE RI Pe bEvin ws Nacbs cab shcdsdaccucseve 20165 H 
20166 H § 
Fas ¢ed 6 ose demennns ohtacenie tt 20330-20340 H 8S 
a eink a aillnaeds ncaa 20370-20382 H 
dar ttit hat weets aba ibs 20390 H 
ce eA teh ehekbadaas 6 6bd tas aemein’ 20390 H 8 
Reda ae ayn fe SES MERE REE oe) ee eT SEED 20410 H 8S 
20410 H 
pubettnksdton 20480 H 8 
biciCevadccanvanivescésuucasteneae tal 20480 H 
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COMMODITIES SUBJECT Te TO GENERAL LICENSE GHK OR GLSA. 


Schedule 





Commodity B No. Symbol 
Rubber (natural, allied gums and synthetics) and manufactures—Continued 
Dubber toys, balls, ands navelty: Dallcowns; WiiWii sie «oie waists 0 id's clais Satin nc cus ow 20461 H § 
Hard rubber goods, n.e.c., not specially fabricated for particular machines or equip- 
ment: 
Ebonite sheets and sheeting, electrical; insulating material; insulators; rods, elec- 
trical; sheets, electrical; and tubes and tubing, electrical ................000seees 20590 H 
Other hard rubber goods, n.e.c. ; Dec aaa coats olden genous tat 20590 H S§S 
Farm tractor and implement pneumatic tires and tire casings, new .................... 20634-20636 H 
Solid and cushion tires, truck and industrial, new ...... 2.2... 2.6... c cece cece eee eeeees 20662 H 
Rubber and friction tape, except surgical or medicated, eel except silicone rubber 
insulating tape ; ; es bs wa 20840 H 
Rubber or balata belts and be: cociusenesscccevewencerorelueedewesvescT 20861-20869 H 
Rubber hose and tubing ; See ‘ eaeaaewae ts «s+seeee. 20893-20899 H 
ee Se ee ON CNN i cat cidade dskeed whe Reewieeeans Sie oi ea ae 20941 H § 
an rr A tee ss. occa ceca we bebaVedsitonaieee na peemeawemenewel 20942 H § 
Rubber thread, textile-covered or bare . iii cian wividecdven tes mp esas weeeubuen 20950 H 
Sponge rubber, chemically blown and foam, and products: 
Foam rubber mattresses; foam rubber stripping; foam rubber pillows; and 
sponges re 20970 H S 
Other sponge rubber, chemically Ried and foam, and products, n.e.c. ease 20970 H 


Natural and synthetic rubber manufactures, except silicone rubber manufactures, not 
specially fabricated for particular machines or equipment, the following only: 
Baby carriage tires; carpet sweeper tires; carriage tires; ricksha tires; tires for 
toys; velocipede tires; and other solid tires; except truck and industrial 20998 H §S 
Artgum erasers; basin plugs; bath plugs; beach bags; buffers; bumpers; caps for 
millinery racks; chair tips; closet tank balls; concave cushions; cord undershoes 
rubber-impregnated; crutch tips; cushion tires, except truck and industrial; door 
bumpers; doorstops; ear pads; easies (cord undershoes, rubber impregnated) ; 
elastic bands, stationers’; erasers, including pencil plugs; eye guards; eyelets; 
grips; gum erasers; hair, rubberized; hand pads; hand stamps; handle grips; hat 
bags (for hat manufacturing); hoof pads; horseshoe pads; mallets; masks and 
false faces, except novelty; mat patches; mauls; mud shields; nose clips; paste 
rollers; pencil plugs; plungers; rubber bands; safety gripper attachments; 
scraper tips; shower curtains; sink plugs; skate strap pads (rubber chief value) ; 
soap dishes; table tops; tank balls; typewriter erasers; and weatherstrip....... 20998 H 


Naval stores, gums, and resins: 


EE ons ccocs00ssapnnyon 4 sencksaena aus Daaueee id Hemedenceeddnuny anise aie .. 21100-21175 H 


TD snccdnnns hanes a li diaaneh etal daa : ...-. 21260-21255 H 
Chicle and other shontens gum bases, aatund and synthetic, including scngenndl 
or mixtures ........... wee ; scckch co ulalbahiphdh dontindear aabciaaitaler attest athe cut 21800 H § 


Shellac, dry; and other natural gums and resins, crude, refined, or modified in con- 
dition, n.e.c. ds ciakeisiaaccaiaia Memniaaceed 21860-21895 H S 


Drugs, herbs, leaves, and roots, crude: 
ee nt rr neers es 22010-22050 H S 


Cinchona bark, pyrethrum (insect flowers), and rotenone-bearing roots, crude, 
ground, or powdered 


a PE A eee aE ey Sera 22090-22093 H 
Other crude drugs, herbs, leaves ial MENEE. 4.451 ebtniadd sees kadensse aia mmanhe aa reeebkal 22098 H S§S 

Oilseeds (including nuts and kernels), except essential oil seeds ...............00+ 22100-22240 H 

Comprehensive Export Schedule CEB 833 May 12, 1960 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
Commodity B No. 


Vegetable oils, fats, and waxes, crude: 
Coconut oil; cottonseed oil; linseed oil; caster oil, commercial; peanut oil; tung 


CUE OE OU CURING 35. sips es Mla ee Sees 5S RINT: HO). BN ORR Ge cI 22300-22495 
Vegetable oils, n.e.c. (except essential), and fats, crude: 


Apricot kernel oil; kapok seed oil; laurel oil; mahwah seed oil; niger-seed oil; olive 
oil; palm kernel oil; peach seed oil; sweet almond oil; tea seed oil; walnut oil; 





and wild mustard seed oil SSNS AG cn) PUCAAAA C04 Sb Ns Se 1605 d 59s VENER cae TeTES 22498 
Other vegetable oils, n.e.c. (except essential), and fats, crude..............-..0.0005 22498 
Peppermint, spearmint and other mint oils, natural ...........cceccccccesseeeeeces 22680-22690 
es OO ONEN, undid ane cenigs ce <x eiere ines s.dek aussie tic can Cattrbee debecee HO bas < 22711-22715 
Essential oils, natural, n.e.c. ER a Ra er ee ee ne 22798 
IE CIO nko vannnd 04 y0d060.0s0'saneenedese.e be bedne sqaeedekhGead 22900 

ee en ee EE MUNENUNUUNS |. ss scan cacececdsccdoacodedecccedenddeueseasseeee 23320-23398 

Seeds, except oilseeds: 
Alfalfa seed phen s eked eRe ehsrsnds Ege Gebel 24013-24014 
Alsike clover seed Sr er a ee 24030 
Ladino clover seed........ ; sensei indies ng io tits (aie tli ien 6a sa hand die sly 24035 
Bur clover seed; sour clover seed; strawberry clover seed; and suckling clover seed... 24040 
Other clover seed ; wit: Wines alpine Sea citn et Minneniea essen vatiaaenel nt noe idle ate 24040 
Timothy grass seed uv hitatk Anita? Senedd caddie mine ond seaaadaees sXe ses O 24060 
Kentucky blue grass seed re bapaguae se eereTesdses Tee TeeCT tarot tiene 24070 
Red top seed; and sugar beet seed.... ; ease aceeunsebseeentsheare 24080-24175 
ae ee ee ee Se ee en ee ee ee 24180 
TTI UNION Yn 555 e's che og FW aN SWOT ie NUN ROU BEIT: LESSGS atc BRE e es BTA RET 24185 


; ‘ er ee RiGS INR tes Mhead wean weighed 24194-24195 
Forage sorghum seed (Report grain sorghum seed in 10350)........................ 24199 


Other field seeds, n.e.c., except tobacco seed.! 


ere ee ST tiers TeeeTT TTT TTT ert 24199 
Flower seeds, n.e.c. uit <hunetenat as SPN pemecety» ickee es dass» seg EN 24670 
Cs eek eid deka MR ads 655g cc thin cide a Seid us scab deiats sg kABRREds 02 dEeeKEdERd 24685-24687 
Inbred corn seed wt pivbaewds Pe eo a Kine beds setdats sexbdaaen 24690 
Other sweet corn seed.... ™ hag: $625eEs tad. Sbduse > boon chau ivanedeesy 24690 
Vegetable seeds and other seeds, n.e.c. (Report sorghum seed in 10350 and 24199).... 24695-24750 

Nursery and floral stock ! : 25985-25998 

Tobacco and manufactures: 

EN UNeL GE Why cline SORE cba ats 5 SG ues Habeas PROCS 60 ccewseucedensecsndnndadecdss 26011-26190 
ey NN Fe SUG vidnn dived belly. ot obs Wea sh eb ea eels bs +0000enenbeseuseeee 26200-26295 

Miscellaneous vegetable products, inedible................. liane tnneneeeetaha ; 29310-29998 

I alae, ic neal cna ouslnge dieses 14eacde ed aeneicenane 30005-30059 

I Soc ino Un onc blandmesnacnedacneabendseesecesseciatesseenb ane 89060-30139 

Corse. SAME ATTATOS nin otic 6:66.06 6:55 6 e865 65 hks tide eWEEK 9 b:0:6'0 6ASR)0 Kes ews SKS - 80155-31990 

Vegetable fibers and manufactures: 

ET Ae PE ee a eee Oe Te ee Te 32052 
Unmanufactured fibers as follows: jute; manila or abaca (including tow); and sisal 
en See PUNT ss sas iaccakanddvespeuscveseass Chacheneershbesvne 32054-32058 
UG RERCURTOR WEUNNINS TCTE, GOB l a6 ei ice ete cette cddsveeciccccecs 32060 
Jute manufactures (wholly or in chief weight jute) ................ccccceeeeeceneeeee 32110-32298 





Symbol 
H 
H § 
H 
H 8 
H §8 
H § 
H § 
H 
H 
H § 
H 
H § 
H 
H 
H § 
H 
H § 
H 
H § 
H 
H §s 
H 8 
H § 
H 
H 8 
H § 
H § 
H 
H 8 
H 
H 
H 
H 
H § 
H 
H § 
H 


1 Tobacco seed, Schedule B No. 24199, and tobacco plants, Schedule B No. 25998, are under the export licensing authority of the 


Department of Agriculture. 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
Commodity B No Symbol 
Vv siete fibers and manufactures—Continued 
Flax (linen) fabrics, wide and narrow and trimmings (wholly or in chief weight flax) 33991 H 
Cordage and hard-fiber yarns 34110-34990 H 
Vegetable fiber manufactures, n.e.c. (wholly © or in chief weight vegetable fibers) (in- 

Geting atraw ce grins smanetaetered): ive dc cleo ccte tes dene ads Coe cebessscacel 34998 H §& 
CD, SvideccdctnsccekvedebinetenuriatessGapdete dws daabecucuseeen 36093-36099 H 
eRe SEIU, 66 ccivnwancaceddmbcunanedeimealbincipenaesanals sdeeike sets Kaas 36221-36330 H 
i CI tas cubes Ce naksaneen band eeeed dum eeenne sunk sul gen 4 cae seweeath 36411-36899 H 
rn i Tis is cceeGndedeae en ohana eebaaanacnaaancueewamawen 36905-36995 H S 
Silk and manufactures, except parachute cloth (37260) 37020-37990 H §S 
Man-made fibers and manufactures: 

Rayon (viscose and cuprammonium), regular and intermediate tenacity filament 
yarn and monofilaments (including thrown and plied yarns) ................ 38410 H 
Acetate filament yarn and monofilaments (including thrown and plied yarns) . te 38414 H 
Nylon filament yarn and monofilaments (including thrown and plied yarns) ez- 
COE TE: ONE GEN CON: TIE: 0 6k. gies 6 aA R Ka 1 che: bate ee 38416 H 
Man-made fiber filament yarns and monofilaments, n.e.c. (including thrown and 
plied yarns) except polytetrafluoroethylene (e.g., Teflon) filament yarns and 
monofilaments ae aie 38418 H 
Thread and yarns of man- made fibers, n.e.c. ... 38420-38424 H 
Textile glass fibers for weaving, knitting and braiding, and glass staple and tow 38426 H 
Man-made fiber staple and tow, n.e.c., except polytetrafluoroethylene (e.g., Teflon) 
ONE GD COND.» 6a kn'5h.i0550.R05504kd seeds cheba a GRA n sabes s 0555356 4s bbE esa NERERCERSES 38428-38432 H 
Waste and partially manufactured man-made fiber, including tops, sliver and roving: 
Man-made fiber producers’ and low twist mill thread waste 38434-38436 H 
Rags and clips (new, old, or used) and used civilian clothing (including hosiery) of 
man-made fibers ‘ as 38438 H §S 
Other waste and partially manufectured man- made fiber 38440-38446 H 
Broad woven goods, wholly or in chief weight man-made fibers, except parachute cloth 

and polytetrafluoroethylene (Teflon) fabric . 88448-38474 H § 
Knit fabric in the piece, wholly or in chief weight man- unde fibers 38476 H §S 
Ribbons and other narrow woven fabrics, fringes, trimmings and braids (other than 

hat braids), wholly or in chief weight man-made fibers, except nylon webbing 

(38482); and polytetrafluoroethylene (e.g., Teflon) fabrics .............. 000. c cee 38480-38482 H S 


Wearing apparel, house furnishings, and textile manufactures, n.e.c., whelle or in 
chief weight man-made fibers, except nylon fishing line, unfinished; nylon twine; 
ee eT ere eat att .eseeeee- 38521-38590 H §S 

Miscellaneous textile products: 
Linoleum, felt base coverings, and oilcloth for floor, shelf, table and wall 
Pyroxylin-coated or impregnated fabrics, the following only: 
Artificial leather remnants, textile base; book cloth; and transparent tracing 
cloth, not sensitized. . eam ee 39160 H 
Other pyroxylin-coated or impregnated fabrics, except fabrics treated with or 
containing polytetrafluoroethylene (e.g., Teflon) or monochlorotrifluoroethylene 
C0itin GEO) « canenksViritentals ‘antains batts eh stden eaten 39160 H 

Other coated or impregnated fabrics, ement Flexkin dies 59; oul fabrics treated with 

or containing polytetrafluorcethylene (e.g., Teflon) or monochlorotrifiuoroethylene 


CREME 0) wasaiss tind vaeipwace stews’ gnc Seeiaun 045005 5694s ane eae ..... 89171-39179 H 
Waterproof outer garments, new, nual sulhee ne viihasteed swale 39180 H 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA, 


Schedule 
Commodity B No. 
Miscellaneous textile products—Continued 
Corsets, brassieres and girdles, new, except rubber and rubberized................++ 39210 
Neckties, cravats, mufflers, and scarves, new (all fibers).................cccceeeeeeeee 39280 
Hat braids of natural or man-made fibers ............0cccccsecccccccncsesecece 39400 
Hats, caps, hat and cap bodies of straw, palm leaf, and similar fibers (natural or 
man-made), new ......... : bane eas Uv ebaeetuee neenaescen hho 39410 
Fur-felt and wool-felt hats, caps and hat bodies, new.............0eeseeeevceeees 39510-39530 
es A OTONR BO OBB. 6 oi ove diisindiccewiccietecceqmasiennsenensnene tes 39590 
Artificial flowers, fruits, vegetables, grasses, grains, leaves, stems, or parts thereof 
RG TRE ks cine heb sho edd aoe a ke eadad besa Sadbadabeaseuadeeaeeee 39630 
Mattresses, cotton sda es te ce pclae eve mG Wi mceecpoet yaa eravepaipncene we Waenehidite Gr bin a alee 39700 
Mattresses, kapok, moss, and hair ce hEhe (ab San Ade een RN REA Nee heey 39700 
EE NE, TER, occccwcccceceabesdeccdensedecessertoeseseerecesceee 39820-39990 
Wood, unmanufactured: 
Wood, unmanufactured, except Port Orford cedar (40170) ........... ccc ccecceeceeeeee 40040-40120 
Port Orford cedar logs, bolts, and hewn timber ................ 2... cc cece ceceeceeeeeeees 40170 
I ds eos ae nbc geReeSASERSOReOeeneets* 40190-40390 


Sawmill products: 
Sawmill products, except Port Orford cedar (40575) ...........0ccccccccccccceceeeeees 40603-40571 
Port Orford cedar lumber ........ 


Fre chOPIVE as cg Wel bs WORSE SSPE TINTING ER. 40575 
TN: COT neue nab svabhoc daly vhs evavesunesedunus stance sddedeenscedetes 40577-41592 

Wood manufactures: 
Wood containers, shooks, cooperage, and cooperage stock ..............cccecesceecceees 41600-42099 
EIN oe BEL UY cists oe oo oc owes aT Pha ee eho aco od) Redes Cos ehaoKeneESentenvene 42162-42166 
ey I, GINO PRNND 5. 5 ia 505 cds maincees p bedbs dh wade cuews dauseavSenensese 42174 
ST EN OUNMOGNNS DORI gg 50.655 ue Fo ehW Glin ch dale delves cba cede eck eieeeses 42176-42190 
REA. Stade paca pete ae an ceMi ee ke oe ce eee eke o rhe te hed ec haa ant enacarubecatone 42250 
I Seis ME ocd nd ora ouee Geetha hides © aS RGU AN Reina Daa ean ahaa 42265-42289 
Prefabricated and ready-cut buildings and components, wood or chief value wood. . 42403 
Wood manufactures, n.e.c. except battery separators and blanks and separator 

veneers (42946); and boat parts, small, machined to shape; docks, portable; Fi- 

beresin laminates of melaminephenol formaldehyde resins, sawdust or ground-wood 

and paper; gun stock blanks; patterns; portable floats; propeller blades; propellers; 

Senne verenees Geek Gramilon CEBEGO)  . iaiiseiiad <é dain Ss « cn asic cote candendveds ebewe 42407-42990 
onc kus nb anhe shes cn eks ven paredes SERES Oh ace Ce ekeeahenen s+ 6 43020-43081 
Paper base stock, except rags: 

EE att T uc wiaenaaahiss ka sunsey eo unktcaneneceienkapebevandaipekeuen saaieennaie 46000 
Wood pulp, except special alpha and dissolving grades of bleached sulfite and bleached 

I NOD tots 0 iin 06s 505-050 tees ee seb GL aets bei wel ees 46020-46190 
ed ee Oe 46971 
er GU UU OI NG. ae sian disso oi i Saad oh cick eeeTe HbR re WSS cee ee 46981 

Paper, related products and manufactures: 

Paper and paperboard, except thin fine paper (48150), and special industrial paper 

PT sc acne bb CMe PoUUUN So Fe cbdw's bok eco cca FUTNSUEUN ES PeLOdE oon eee ceaRH Ts 48010-48475 
oo A ge Er ey ee Sr ee ty PLE TE TEP Pe Tee TS 48510-48571 
Metal fel, paper-haciced, encapt gold foil 2... cc icisessccscccsssccccscccccstvescseceees 48610 





Symbol 
H 
H 
H 
H § 
H § 
H 
H § 
H 
H § 
H 
H § 
H 
H § 
H 8 
H 
H § 
H 8 
H § 
H § 
H 
H § 
H 8 
H 8 
H §8 
H §8 
H 
H 
H § 
H § 
H 8 
= 2 
H 8 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 


Commodity B No Symbol 





Paper, related products and manufactures—Continued 
Oiled, waxed, wax-laminated, and other waterproof wrapping papers, except Kleerview 
(lacquer-coated glassine paper) 


48640 H §S 
Cellophane tape, gummed 


48660 H 
Other pressure sensitive or gummed tape of paper, cloth, or plastic, n.e.c., and gummed 
paper, except polytetrafluoroethylene (e.g., Teflon) tape ; 7 48660 H S 
Other paper, paperboard, and products, n.e.c., not specially fabricated fe particular 
machines or equipment, except processed paper for dielectric use ....... -seaeeee. 48680-48990 H §S 


Coal and related fuels 50010-50050 H §S 


Petroleum and products: 


Aliphatic naphtha (except motor fuel or gasoline), mineral spirits, solvents, and other 
finished light aliphatic products, n.e.c.: 

Calodorant C; Captan gas odorant; cleaners’ naphtha; cleaning solvents; Graysol 
375; lacquer diluent; mineral turpentine; paint reducers, petroleum origin; paint 
thinners of mineral] spirits; Panasol RY-3; petroleum ether; petroleum solvent, 
aliphatic; petropene; preservatives for wood, textiles, leather and paper, chief 
value petroleum solvents and/or mineral spirits; Renuzit; Soltrol; Sovasol; Staro- 
line spirits; Stoddard solvent; turpentine substitute, chief value petroleum; 

varnish makers’ and painters’ naphtha; Varsol; and Varsol varnolene 


50190 H § 
Other aliphatic naphtha (except motor fuel or gasoline), mineral spirits, solvents, 
and other finished light aliphatic products, n.e.c. 7 50190 H 
Petroleum asphalt and petroleum asphalt products, the follow ing sauaied 
Asphalt adhesive; asphalt plank; fiber expansion joints; joint fillers; and roofing 
is. re BE cc ccccden's san ss cuamenns coiiaaweds udiinenion oe cabanas 50470 H §S 
Other petroleum asphalt and patrelouna asphalt products ............... ee 50470 H 
Petroleum products, n.e.c., the following only: concrete surface curing compounds, 
petroleum base; dustproofing fluid, petroleum origin; fruit polishing solutions con- 
taining refined paraffin wax; ink oil; Insecti-sol; leveling liquid, petroleum origin; 
net preservative; news ink vehicle; No Glo mud treating oil; petroleum bases for 
Ee Ges Se OI ooh cots ehscdéuha uber ences SReaen Gene] 50590 H § 


Stone, hydraulic cement, and lime: 


Building and monumental stone, and manufactures of stone 


Aw eed cs tat 51010-51270 H S 
i rn rrr. CONE. i ddcoceeanectgeeemdeekekee aan cekemeeemnes 51640 H S§S 
ee Se OD DNEUNNNUNG ARG os iocews cnceceeweacepenabesaseesaeeenas 51700 H § 
Nee cciced SENT COERCVCRUSTEUUWECEL ORDER CEC CR OT TR ORE REL AaD RR CER EKaa teAtRR Tok 51710 H S 

Glass and products: 

Flat glass and produets, except laminated glass and manufactures (52170) .......... 52121-52309 H §S 
Ophthalmic glass and ophthalmic lens blanks 52313 H 
Glass bricks and blocks ... 5 aa ; fais eae ares gleaeienl ae 52315 H §S 
Unfilled glass containers, with or without closures, new and used —— 52321-52360 H S 
Table and kitchen glassware . ‘ Shed} pine noaaad «see aes td 52371-52450 H §S 
Glass lamp chimneys, lantern globes, and aan and shades for + lighting f fixtures ...... 52550-52610 H S 
Glass insulators, tubes, tubing, rods, canes, and electric light bulb blanks .............. 52920-52940 H 
Glass products, n.e.c., not specially fabricated for particular machines or equipment, 

except balletini reflective material; Foamglas; floaters; glass fiber products, includ- 

ing filters; glass fibers not for weaving, knitting, and braiding; insulator brackets; 

Lamiglass; and reflective highway marking beads ............ 6.6... c cece ccc ee eees 52990 H §S 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 





Commodity B No. Symbol 
Clay and products: 
I, Die Vs css > Macrae tuo Fab eel tacheeis dace aes MAbs aah aw tenn s Meanieasee 53030-53098 H § 
ee ern 53201-53205 H § 
eee ee tition,) Witreens GE GOMRIVIINGOES: .... 000i. cae cvecsenscversesstdcesscccssnawnns 53321-53340 H § 
Pottery, 2.0.2; encept chemical and imduutriad: «......0i.0....0s005 cccsccce despneececes cence 53380 H § 
Structural clay products (except pottery and refractories) ...............sceeeeeeeees 53690-53750 H § 
IRE NN I ND. 6 hi. itd, ob So Sica ee Minnie + 04 nid «0 ean ques denned genes 53780 H 
Other nonmetallic minerals and products (precious included) : 
Whetstones (sticks, files and blocks) of natural abrasives .....................ceeeseee 54131 H 
ee NINE sins ns anpeeune ech beweeeaeien sKasBeawesvedeeesseteesaness RaN 54150-54160 H § 
Abrasive paper and cloth, coated with aneees ND 0:69: ine 17050: 5 RAW Rae RW ane eel 54181 H 
IN PUNO « CoG oxens ccdecrvencatudrcwk pivcewessd0ce deuharetesheeree eens 54200-54205 H 
Diatomaceous earth and iiiushe Gadating abrasives), n.e.c. ...... ge 54300 H § 
Asbestos and manufactures, except clutch facing and brake lining (54580-54587) . . 64511-54595 H 
eee CeOOe Riles creel Sim ein Wiis ais 5a 0 ais a es 0S 6 is TESS Se cca ee ds 0 bows 54598 H 
ee ee ee eee eee ere Peer ees Peet eee 64600 H § 
Asphalt or tar composition roofing and siding and other asphalt saturated heavy paper 
products for construction Fy nub euh 0cGee ee eee wl toda bsucslucadeetececcelatiesss 54660 H 
Asphalt and bitumen RU TAES thee ease TCT ant cease er oe er eEied ew ces tren 54700-54710 H § 
Graphite (plumbago), natural Bs cee Sh cau nd See eee cea ddade Pas ses Seen tee eieutevreee 54721-54729 H 
Carbon and graphite electrodes for furnace or electrolytic work, except those with 
mings dimssnsion 8 troles 69 CUO ?. d0508 ko dic ie be Ue Wee ic LAU SI etee hats. Hee 564730 H 
Refractory crucibles, retorts, stoppers, and other carbon and graphite refractories ... 54805 H 
Carbon or graphite products, n.e.c., except: graphite greases and lubricants; spectro- 
scopic carbons; and graphite products having smallest dimension of 2 inches or over. 54809 H 
Oe: ME ENING 5058s. TION SOE. ROT 0 0 55 65 5 ECE eo 0 Bd te sevbce 54835-54870 H § 
Glass wool and other glass fiber insulating material ....................ccceeceeeeeees 64901 H 
Rock wool, and other semi-rigid and “fill” mineral insulating materials, n.e.c. ......... 64901 H § 
ee ss. ohne ccinnueed aaunp 650s eaatine peamedes cane ee 55100-55130 H § 
I Si OR, CN occa du yonesnuncosseveeucsenonss bepenegesacesacs 57226 H § 
Magnesite and magnesia (other than dead-burned), and manufactures, except mag- 
nesia cement and magnesium oxide of 97 percent purity or higher .................. 57227 H 
NNN BSS Sek, 5 Bl oid loc Sons ieasiasdnasbbekueshnabangcaseqeree ted 57240 H § 
ney EURUUE, GRE BROTIITIND ooo ccc cctvccessecstecesevesnecsenceseeesvns 57360-57370 H S$ 
en os oe pacceew heehas heee een eke hanheecareawe coeees 59610 H 
I ED EOE MIDOE GINUEED oooc cc vc ccescnccccdctcccsacecensstscdesvasessneses 69615 H § 
TA SEET on eee tc sess ries serettcer tyres ereeterrrtretescuraausesonesreeel news 59620 H S 
TE aka scare sheet hs ao ee gmt pbb SEDGE UbSa SM aned ob babbawcoredas suaseeecen ceetneee 59625 H S$ 
Sten, crushed, ground, or broken ............ccccccscscccccccecccccccsscescccsccccsces OOCOO-GeGGD HH § 
Kyanite and allied minerals, crude, ground, or calcined, except mullite grains and 
I Ce NID 5 ne 0c Kvvnneee ccscuenasut¥esveassosssarecensdeeeneedts 59640 H § 


Other nonmetallic mineral products (other than precious), except: cuprous pyrites; 

tron pyrites; lithium-containing minerals (e.g., amblygonite and spodumene) ; 

natural mineral waz; and sulfur ores and crude sulfur..... 0.2.2... cece eee ceeeees 69645 H §S 
Precious, semiprecious, synthetic, and imitation stones, n.e.c., except diamonds (genuine 

and synthetic) ; diamond bearings; jewel bearings; rubies (genuine and synthetic) ; 

eu eupphires (genuine and eytthetic) .......... 2000. ccddecrsccccdvscgscssepls cdesosbec 59909 H § 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
Commodity B No Symbol 
Iron and steelmaking raw materials: 
Iron ore, concentrates; and pig iron ; : ; 60010-60020 H 
Iron products and steel mill products, rolled and finished: 
Bars, concrete reinforcement ; reat 60280 H 
Rails, trackwork, and track accessories (all and guedes) wees ws ie ..... 60511-60565 H 
Railway car and locomotive wheels, axles, and tires, cast, rolled or forged seta .... 60570-60586 H 
Pressure pipe and soil pipe, cast iron or ie whgis een ewww neem 60670-60675 H 
Carbon steel structural shapes, not fabricated i a 60730 H 
Sheet piling (all steel grades) YS TZEGFS. ; a aeetut me 60740 H 
Barbed wire ; ; ; odes 60830 H 
Steel mill products, rolled ond finished, n.e.c. ; : saree coeeke ; 60920 H 
Castings and forgings: 
Castings and forgings, iron and steel, rough and semifinished, except special types 
included on the Positive List under Schedule B Nos. 61050, 61055, and 61065 ........ 61000-61065 H 
Metal manufactures: 
CES CRE SORE TI) BE PENN 00 eee cccobeccccsanccsestetccsecsedtedeests 61120-61165 H §S 
Table flatware and specially fabricated parts, n.e.c.: 
Silver-plated é Fist : Tor 61171 H § 
Precious metals, except _ Sioa ; dies 61175 H 
Metals, except precious ..... ; ; ‘ Iv REN 61179-61195 H S§S 
Hollow ware, n.e.c., solid or plated of precious metale 61197 H 
Hollow ware, n.e.c., solid or plated of metals, except precious (including stainless steel) 61199 H § 
Cooking and kitchen utensils and hand-operated kitchen appliances, n.e.c., and specially 
fabricated parts and accessories, n.e.c. .................-.. ..«. 61201-61234 H §S 
Vitreous enameled products, n.e.c., and specially fabricated parte ands accessories, n.e.c. 61236 H §S 
Metal ware, n.e.c., and specially fabricated parts and accessories, n.e.c. 61240 H S 
Metal furniture and fixtures (including office equipment), except laboratory furniture 
SIR) cain 240 5 maid 104 nada kee ale wid eden ind oes tamer a A eae 61311-61369 H § 
Domestic and eumamedied ‘aealiies ol enlhen equipment and water > hentia (emaneh 
electric), and specially fabricated parts and accessories, n.e.c. 61423-61471 H § 


Heating boilers (rated 15 pounds and under steam pressure per square inch), warm- 
air furnaces, radiators, convectors, and oil burners, and specially fabricated parts 


and accessories, n.e.c. dekard ‘ ..e-++- 61481-61522 H 
Tools: 
Axes, adzes, hatches, and edged agricultural hand tools ; 61534 H 


Crosscut, hand, back, and other saws, n.e.c., and specially fabricated paste, snd 
accessories, except blades for: hacksaws, circular saws, steel band, pit, drag, and 
mill saws (61545-61552) 


hanes 61569 H 
Hand hoes, rakes, forks, shovels, spades, scoops, and drainage tools ..- 61610-61620 H 
Hardware: 
Locks; hinges and butts; and wood screws 61800-61807 H §S 
Bolts, screws, nuts, rivets, and washers, n.e.c., not specially fabricated for particular 
machines or equipment 61809-61812 H 
Nails, staples, and spikes, iron and steel sn hi ; 61814 H 
Nails, staples, and spikes, nonferrous metal, except boat spikes; wire nails; wire 
staples; and wire spikes .. ; 61816 H § 
Tacks, including thumbtacks . de wailasod 61818 H § 
Builders’ hardware, n.e.c., and specially fabricated parts and accessories, n.e.c., iron 
and steel 61820 H § 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR GLSA. 


Schedule 
B No. 





Commodity Symbol 
Metal manufactures—Continued 
Hardware—Continued 
Builders’ hardware, n.e.c., and specially fabricated parts and accessories, n.e.c., of 
metals other than iron and steel : Sia Se had Ba bese oaa eheuaaeaeaal 61822 H 

Furniture hardware, and specially fabricated parts and accessories, n.e.c.: 

IE, oisncsocccr0.0 CONNWGS bite Es teas oaRedl BeSe cde  Wtades.od lint 61824 H 
evn canebansaphaanbisbatacbatonaced clea lGibe ult des 61824 H § 
OS BAS NO No 8. cs un ced avess Cebne eek 6 shells soeeneen dane 61828 H § 

Car and marine hardware, n.e.c., and specially fabricated parts and accessories, 

EE NS NE NIUE, oo cca on cnc dha ndh ben bbe nena dde ducks sed esseboeanve 61834 H 

Hardware, n.e.c., and specially fabricated parts and accessories, n.e.c. 

Stainless steel .. ER Sues. ivan de ctr dudunlesviseas etuleskaennasanncee 61836 H 
Other iron and steel heodware, N.e.c., encept gucoline fitivens; ; endivene: and 
See AARON 2s RBG Bo os REI, EVECARE. AN 4MOO Gis cS 61836 H § 
Metals other than iron and steel, except blowguns; blowlamps; and copper-base 
alloy hardware VaUE shit een octet Shee anatadin ss cumkeasiee : male ae 61838 H § 
Metal plumbing fixtures and fittings, and ete fabricated parts os accessories, 

I AN Ska NEE CONST KAUR. is Salen i 98S a TSW a gatas Sida baa MG Eee 61840-61847 H § 
Pipe fittings, metal, not specially fabricated for particular machines or equipment, 

rane CNMI is ibs 5s ods chu nde sebsedebnnk oes hassds Ca dgavdeanes 61849-61862 H 
Steel structural shapes, fabricated; and steel plates, fabricated, punched, or shaped, 

SEMI? Dave Fes sccees saat beatbcde tes pebcluesi h00% saeiibe eepeincae Ged Reelin ced bakes 61864-61867 H 
Penstock for conducting water (sections fabricated oun roller steel plate) .......... 61871 H 
Steel culverts, corrugated or plain, coated or uncoated, with or without accessories .. 61877 H 
Steel fence posts, gates, and fittings (all steel grades) .................cc cece ceeeeeeee 61879 H 
Buildings, metal, prefabricated and knockdown, with or without appurtenances ...... 61886 H 
Metal lath FN EP GS ALE EL OIE 61909 H § 
Sash, sections, and frames, door and window. ps cere wae Soaeemn eaurie 61916-61918 H § 
Other construction materials -s PON eaacene Te teeReRIS CONEE eee Rete eMR ak ae 
Venetian blinds (including slats and strip), and specially fabricated parts and acces- 

Ts ee NE car ate mL dCk oF ESEERSEEYS Shans Wy SOnRE EADek hee a 5b hb8e Gbs8 61924-61926 H § 
Chains, iron and steel, n.e.c., and specially fabricated parts and accessories, n.e.c. .... 61930 H 
taka ont en Renae can CRAEE Ce RAS ASO ea RND REAM ERERAESAS ATE Rah eaeN 61932 H 
ME cds 0 cio Wace hes Se soy u Cees ch ncuse Deron es veetehace bee cesescawewebaseae 61936 H 
Re Oy. er Ohm eer Pe ee ee 61946 H 
Fencing and netting (all iasuaday oa ORRER AeA esd cd ST 61948 H § 
I, oS ccdcns beat cscs cnsnssnctowatkseawectadacd be econ egancteees 61950 H 
Aluminum screen cloth A ae Ra ee ee ee es 61952 H §S 
ee ee CG ONE IE 2s iio 5 a5 os bid scence cennnsdsodcesdscndbiecstoavess 61954 H 
Picture cord only, iron and steel, except stainless steel ............ 06. ceeeeeeeeceeeenees 61956 H § 
Wire bed and cushion springs (all steel grades) .............:.ceccsenceeceeceeeeenens 61960 H § 
Cotton bale ties and buckles, standard and high density ................0000sceeeeeees 61962 H 
Wire products, n.e.c., not specially fabricated for particular machines and equipment, 

the following only: 
Fasteners for paper milk bottle caps; grating with wire center, steel; helically 
coiled wire inserts; needleboard pressboards; wire baskets; wire insulators for 
conveyor belting; wire insulators for upholstery webbing; wire locker baskets with 
hanger guide; wire nets, finished; and wire rope clamps .....................5+65 61964 H §S 
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Schedule 
Commodity B No. Symbol 


Metal manufactures—Continued 
Wire products, n.e.c.—Continued 
Wire cloth sieve; and welded mesh (other than reinforcing), except mesh composed 
oy wire containing 95 percent or more nickel with 60 or more wires per linear 


IO BSS on 0.0.56 005560 606 6d50da Rds ge eevecceccesenbaecsnccesedteRedtudhos taaeent 61964 H 
Aluminum foil and leaf (less than .006 inch in thickness) .............000cceceeeeeees 61989 H 
BENDER clea, Gmmmh GReete Te, THU OMG GERM oe oo inn nc ve ccccicssccespecczeccsccscsececs 61990 H 


Iron and steel manufactures, n.e.c., and parts, n.e.c., the following only: punchings, 
except electrical steel; steel shot; stainless steel packing; and tubular steel scaffold- 
ing 


Fa Gad cdg eneusCbudue adaawe nen bel dened bse cane Rao MdR ARE GUE DEC ERE anata Gea? 61991 H 
Metal manufactures, n.e.c., and parts, n.e.c., except iron and steel and except precious 
metals, the following only: 
Imitation gold leaf; metal signs, except electric, n.e.c.; and venetian blinds (including 
slats and strip) and specially fabricated parts and accessories, n.e.c. ............. 61995 H S§S 
Aluminum perforated plates and sheets; lead foil; lead collapsible tubes; tin foil; tin 
collapsible tubes; tin shot; solder materials; and Tenaplate ...................... 61995 H 
Ferroalloys: 
Ferromanganese; spiegeleisen; and ferrochrome ....................-0.ccceeeceeeeeees 62133-62210 H §S 
Ferrovanadium and other vanadium alloying materials containing over 6 percent 
vanadium ....... cavberne SeLeuPC hes auhun se eGlek uc ettauierd uccteeen 62240 H § 
Ferrophosphorus; and ferrosilicon ravetes abetecetvucsvciegevccccaneca Gea ar fe 
Ferrotitanium; ferrocarbon-titanium; end ferretungsteh audeen as . 62270-62280 H 
Other ferroalloys, except ferroboron; ferrocolumbium; ferrocolumbiumtantalum;  fovve- 
tantalum; and ferrozirconium containing more than 50 percent zirconium .......... 62290 H §S 
Aluminum ores, concentrates, scrap and semifabricated forms: 
a Vee Ga GUTINEN Sac nindaccccaeceuaachaaseascessttessavesencetbareees 63001 H 
Aluminum and aluminum alloy scrap, crude forms, and plates and sheets, ercept that 
which contains (1) an average copper content of 1 percent or more irrespective of 
other elements; or (2) an average copper content of less than 1 percent and (a) 
@ zine content of 4 percent or more, (b) a silicon content of 3.5 percent or more, 
or (c) a magnesium content of 9.5 percent Or MOTE ... 2.2... ccc cece cee ccucecceeees 63005-63035 H 
Aluminum and aluminum alloy wire; and semifabricated forms, n.e.c., except that 
which contains (1) an average copper content of 1 percent or more irrespective 
of other elements; or (2) an average copper content of less than 1 percent and (a) 
@ zine content of 4 percent or more, (b) a silicon content of 8.5 percent or more, or 
(c) @ magnesium content of 9.5 percent Or MOTE ... 2.6.2... ccc cece eee e ence eeneeees 63061-63065 H 
Lead ores, concentrates, scrap, and semifabricated forms .................0ccsceeeeeeeees 65040-65159 H §S 
Nickel ores, concentrates, scrap, and semifabricated forms: 
I on. 2 «csc ncnceicce banc hSROARMSAMEY Cees RETeReeeeenesmiweshennctenehanens 65475 H 
Tin ores, concentrates, scrap, and semifabricated forms ..................sseeseseeeeeeee 65655-65680 H S 
Zine ores, concentrates, scrap, and semifabricated forms ............-..+++e-sseeeeeeeee 65701-65895 H S 


Other nonferrous ores, concentrates, scrap, and semifabricated forms (except precious) : 


Antimony ores, concentrates, metal and alloys in crude and semifabricated forms, n.e.c. 66401-66405 H S 
Bismuth matte, slimes, residues, and base bullion ...............0.ccccceeceseeeeeeeens 66413 H 


Cadmium metal, alloys, dross, flue dust, residues, and scrap ............ 00.0.0 cceeeeeee 66417 H 
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Other nonferrous ores, concentrates, scrap, and semifabricated forms (except precious) 
—Continued 
Cerium ores, metals, alloys, and lighter flints or ferrocerium ...............-sseeee0- 
Chromite ores and concentrates; and chromium and chromium alloys in crude form, 
ee IN DORR BD iin sical cas sdvcrndenanudanitonceraseesceseecaes 
Manganese ores, concentrates, scrap and semifabricated forms....................... 
Magnesium metal and alloys in crude form, scrap and semifabricated forms, n.e.c., 
containing less than 0.4 percent zirconium or less than 1 percent rare earth metals . 
Radium metal and alloys (radium content) 


Titanium ores and concentrates 


Tungsten ores, concentrates, metal and alloys in crude form, and scrap (excludes alloy 
steel scrap containing 1 percent or more tungsten.) 


Vanadium ores, waste, and alloying materials 


Zirconium ores and concentrates; and zirconium metal and alloys in crude form, scrap, 
and semifabricated forms, containing less than 50 percent zirconium 


Nonferrous metallic ores and concentrates, n.e.c., except lithium 


Nonferrous metals and alloys in crude form, scrap and semifabricated forms, n.e.c., 
except: boron metal and alloys containing 10 percent or more boron; columbium 
(niobium) bearing slag; crystalline silicon 99.9 percent silicon or over; dendritic 
forms of any semiconductor material, or combinations thereof, suitable for use in 
diodes or transistors; gallium metal; germanium metal; hafnium metal; lithium 
metal and alloys; polonium metal; tantalum bearing slag; thermo bimetal, thermo- 
metal, and thermostatic metal; and yttrium metal and alloys 


Precious metals and plated ware, n.e.c.: 
Silver ore, bullion, and coin 


Platinum ore and concentrates; and the following metals and alloys: platinum, pal- 
ladium, rhodium, iridium, osmiridium, ruthenium, and osmium 


NE I a. inc c un debs tans <cageaesehenks tabmenv setts sasnwt 
Gold leaf and foil 


Electrical machinery and apparatus: 

NE riba cers suet + Usd cts pe oete 601 obs (UNE aCe FEV T OK dn t.bo 006s 
Other dry and wet cell batteries (other than storage batteries, 70130-70140) 
Tramemnionion and Gist&ibution ewitpeae o.oo 6s i08 CCIE oh lbin wc dTET. dee Wc cusctes 
Lightning arresters and choke coils, n.e.c., and specially fabricated parts and acces- 

ENO TOM ckkcn Cees eee eee ce bebe Wee ee SUNT ee CORNET TDs Ted cdaee ry Waleyceeastts 
Electric household-type refrigerators, farm- and home-type freezers (whether to 

be used in farm, home, or commercial establishments), and parts 
re Sd os. sik isto hw tli ws acdee iaw Oiieni ei a ai ie 
Electric free air circulating fans 


Filament bulbs (lamps) up to and including % inch base, except sealed beam automo- 
tive headlamps - ; ; pein tals sate wie Re ue clus ; 
Filament bulbs (lamps), over % inch base, the following only: carbon filament; 


Electric household equipment and appliances, electric commercial cooking (except 
bakery), and food service equipment, n.e.c., and specially fabricated parts and 
Se ME a ops th mics alice cP bghede teres osetia ciesassetiwe Ueerwe cbeacves 

Automobile radio receivers (except communication receivers) 

Home-type radio receivers 

Loud speakers 
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66419-66421 


66423-66427 
66439-66443 


66445-66447 
66467 
66477 


66485-66487 
66491-66495 


66497-66520 
66530 


66540 


68184-68198 


69223-69229 
69591 
69971 


70160 
70170-70180 
70310-70335 


70347 


70580-70595 


70600 
70610 


70630 


70645 


70680-70740 
70799 
70803-70811 
70863 


Symbol : 
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H 

H §$ 

H § 

H 

H 

H 

H 

H 8 

H 

H 

H 

H 

H ] 

H Ss 

H Ss 

H Ss ( 

H 

H ; 

H 

H $s 

H §s 

H Ss 

H § 

H § 

H S$ 

H S$ 

H Ss 

H § 
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Electrical machinery and apparatus—Continued 
Electronic equipment, n.e.c., and specially fabricated parts and accessories, n.e.c., the 
following only: bakelite knobs; cabinets, except wood; carrying cases for portable 
radios; fiber washers; lightning arrestors; lightning protectors; loudspeaker parts; 
masks (television picture tube frame) ; microphones, general-purpose; name plates; 
pilot lamp holders; screens (television picture tube protectors), except glass; ser- 
rated washers; television antenna masts, tubular type (telescoping and stationary) ; 
and television antennas, including rotator assemblies ..... 2u Pas dbee A dackedoader 70886 
Telephone instruments ................. LaetcanW see te dte ce CtaWeatscatantacteeeusertrt 70891 


Conduit, fittings, outlet and switch boxes, n.e.c., and wane fabricated parts and 
i MEG, 5. cn se wake obese gah a anmad Coa ae kattehannd aa cathe deen ate wees een eae 70941-70945 


Interior wiring devices, n.e.c., and specially fabricated parts and accessories, N.e.c. .... 70950 
Fluorescent lighting fixtures; and interior incandescent lighting fixtures .......... .-. 70955-70957 
Incandescent portable lamps 


Pes ankeeas 70961 
Electric lighting fixtures, n.e.c., and specially fabricated parts and accessories, 

n.e.c., including parts for incandescent and fluorescent lighting fixtures and port- 

able lamps, except explosion-proof fixtures; starters; and vaporproof fixtures .. 70969 
Electrical apparatus, n.e.c., and parts, n.e.c., the following only: appliance cords, 

complete with plugs; Christmas tree lighting sets; cord sets, electric; drive-in 

windows for bank deposits, electrically operated; dryers, face and hand; electric 

paint mixers; electric whisk brushes; extension cords, complete; flashlight battery 

parts; flashlight parts; foot vibrators; fountains, decorative; fuse parts; fuse plug 

bodies; fuse plug parts; insect control units; insect killers; metal signs, electric; 

neon signs; neorite units (control of neon sign animation); parts, n.e.c., specially 

fabricated for electric free air circulating fans; range-refrigerator combinations; 

safety cap lamps; sign flashers; sign letters; signs, electric; traffic signal lights; 


window-opening devices, commercial-type, electrically operated...............0..000 70999 
Power generating machinery, n.e.c.: 
Gasoline outboard motors, 15 horsepower and under ............c0cceceeeeeees 71482 
Parts and accessories specially fabricated for gasoline outboard motors 15 horsepower 
og BPPPTEE PETER rr et Ot Oi ee EL CD 71590 


Construction, excavating, mining, oil field, and related machinery: 
ee Ee ee ry ere oe 72151 
Concrete batching, mixing, placing, paving, finishing, and curing units, and auxiliary 
units, the following only: buggies; concrete floor machines; concrete vibrators; 
grout mixers; plaster and mortar mixers; and rotary finishers.................. 72155 


Parts and accessories, n.e.c., specially fabricated for the equipment covered in above 
entries under Schedule B Nos. 72151 and 72155 


WHAR owes ¥en cu salekees cnbedeenne 72157 
ee CE GI Wika Sak KececetcndiWa eden cek Ween cdiediecnnnenvueeOUeSeGe eee 72215 
Sitect: Gaming units for truck mounting q.........ccccccccccccscccteseven cencdeeien : 72230 
Construction and maintenance equipment, n.e.c., ond pastel fabricated parts ont 
accessories, n.e.c.: 
Asphalt cutters; and CT WN ins a cienems mooi aie’ xienbecn Padaile alta dman sts ‘ 72245 
Logging sulkies, and specially fabricated parts ‘and i accessories; and logging arches, 
except self-propelled of 135 net brake horsepower and over, and specially fabricated 
PArts GNA ACCESSOTICS, MOC. 2.22.20. rccccrevceres ; pint hi ea Ni Ba alee hoe Bhat 72245 
Overhead hoists, pendant type, and speciale fabricated parts and accessories, n.e.c.... 72313-72314 
Elevators and moving stairways, n.e.c., and specially fabricated parts and accessories, 
TOE BPO ECA a. 6,c aces din 6008s tscdinnctinnedabueeenees deb MaNeecs ted aeeee 72495 


Sl 


Symbol 
H Ss 
H § 
H S§S 
H Ss 
H S 
H S§S 
H §S 
H S 
H § 
H S$ 
H § 
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Schedule 





Commodity B No. Symbol 
Metal-cutting machine tools (nonportable), and parts and accessories, n.e.c.: 
Metal polishing and buffing machines, n.e.c., the following only: manually-operated 
ae ond: Gone GRE. a BAA as. OS . Baia ea wiv ATR Ae TA ES aa 74435 H § 
Textile, sewing, and shoe machinery: 
Domestic sewing machines, and specially fabricated parts and accessories, n.e.c. ....... 75515-75517 H § 
Other industrial machines and parts: 
Bakery machines, n.e.c., and specially fabricated parts and accessories, n.e.c. ........ 76002 H 
Flour-mill and gristmill machines, n.e.c., and specially fabricated parts and ac- 

INU, iE res i iis vad dink s O45 bse dtES Rome 4a Emeeh 64s eAn0 76050 H § 
Rice mill machines, and specially fabricated parts and accessories, n.e.c. ..........+.. 76090 H § 
Sugar-mill machines, n.e.c., and specially fabricated parts and accessories, N.e.c.: 

ee i ED bs ann we cin eateinan peck Uns ahs ¥Ae ie 8 hse Se eRRA RSE e Nee cee eS 76110 H 

Other sugar-mill machines, n.e.c., and specially fabricated parts and accessories, 

n.€.c, ia adh diana & ko. detate Wacko Uatae i Chea Ch ewan tee Te ek eee eee eee 76110 H § 
Cannery machines, n.e.c., and specially fabricated parts and accessories, n.e.c., except 

piping made of or lined with any corrosion resistant materials .............00+5 76125 H § 
Bottling, bottle-washing, and bottle-labeling machines, and specially fabricated parts 

Fe ee ee ee ee a eT re ret eee 76131-76132 H § 
Meat and other food grinding and cutting power-driven machines, n.e.c., and specially 

fabricated parts and accessories, .0.€. ....... ccc ccccccccccccccccccccctsesccece 76151 H § 
Food and beverage processing machines, n.e.c., and specially fabricated parts and 

Samsara, DBRS Fees. PSIG Fee TOTES ts ERs TT NTI Sere es 76195 H § 
Cigarette and cigar-making, and tobacco processing machines, n.e.c., and specially 

fabricated parts and eesdnneries, BOG. o.oo ccc ce etc cccccctceccutescceccece 76200 H S 
Paper bag-making machines, n.e.c., and specially fabricated parts and accessories, n.e.c. 76270 H § 
Paper-converting machines, n.e.c., and specially fabricated parts and accessories, n.e.c. 76281 H 
Woodworking machines and specially fabricated parts and accessories, n.e.c. ........ 76310-76390 H § 
Air conditioning and mechanical refrigerating equipment: 

Ice-making machines, n.e.c., and specially fabricated parts and accessories, n.e.c... 76505 H § 

Self-contained commercial type refrigerators and freezers, n.e.c., except blood, bone, 

and tissue bank freezers; and deepfreeze storage cabinets ........... 0.0 ccc cee ceees 76561 H § 

Commercial type refrigerators and freezers (except self-contained), n.e.c.: 

nN IN S25 Sk rok) et Re oa adteteeeend hak hak awl oun mkaesenae 76591 H 

Other commercial type refrigerators and freezers, except refrigerating systems 

Pe ee EE GE oon te cco cin centtaacesncavdttee erhbtesusetigeccees 76591 H S 

Parts, n.e.c., specially fabricated for replacement only in air-conditioning and re- 

frigeration equipment specified on this list under Schedule B Nos. 76505, 76561, 

RE FRE 0 0 TO FST ie a TR PR SIRT AAI A 76605 H §S 
a Cn GEE OC. cccdcceedsioecscereceetraccdcccsewcareecees 76680 H § 
Ey en NN 5 pci Scie dda dadeb tad leliuaaedewsia die tervows 717083 H §S 
ee, BAG, We WI BING i. i'n ein'c dsc erevicccavevedecedeescueVetes e 77109 H § 
Self-contained household water systems (with or without tanks) ..................- 771138 H S 
Se INI Sg cr a oe. ube eekoneeaeesaaneeneaseeeve 77115 H S 
Parts and accessories, n.e.c., specially fabricated for the pumps specified on this list 

See els Taree TUNE, VETED UUEE VERGO cc caccccccccccacssccccdeceectcecs 717119 H § 
Paint spraying machines, n.e.c., and specially fabricated parts and accessories, n.e.c... 717200 H 8S 
Commercial laundry and dry cleaning equipment (including power-driven machines), 

and specially fabricated parts and accessories, M.€.C. ..........0escceececseneces 77381-77385 H S 
Scales and balances, other than industrial and commercial, and specially fabricated 

parts and accessories, n.e.c., except lead scale weights..........5cccccesececeees 77442-17447 H 8S 
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Commodity 


Other industrial machines and parts—Continued 


Wrapping, packaging and filling machines, n.e.c., and specially fabricated parts and 
accessories, n.e.c. 


Leather-tanning and leather-working machines, n.e.c., and specially fabricated parts 
and accessories, n.e.c. 


Lubrication equipment, n.e.c., and specially fabricated parts, and accessories, n.e.c. ... 
Presses, power-driven, n.e.c., the following only: briquetting presses 


Industrial manufacturing and service-industries machines, n.e.c., and specially fabri- 
cated parts, n.e.c., the following only: 


Abattoir equipment; boiler room specialty tools; broom-making machines, except 
broom-sewing; broom winding, scraping and chipping machines; brush-making 
machines; button covering machines; button making machines; candle making 
machines; casket lowering devices; clay guns; cleaning machines, steam; cleaning 
units, sack; creosoting equipment, for wood products; dehairers (abattoir); dish- 
washers, commercial; Dri-Air units; exhaust fume contro] units; fish reduction 
machines, for the manufacture of fish meal for animal feed; flame arrestors; floor 
finishers, industrial-type; floor sanders, industrial type; floor scrubbing machines; 
floor surfacers, industrial type; fluorescent lamp disposal units; fumigation cham- 
bers; fur-blowing machines; fur-treating machines; garbage burners, industrial 
and commercial; garbage grinders, industrial and commercial; hat-blocking ma- 
chines; hat-making machines; ice-crusher slingers; ice saw and drill machines, 
combination type, engine driven; incinerators, industrial and commercial; jacks, 
power, genera] purpose; Koch “Cash X” pistol (slaughter house) ; linoleum making 
machines; measureograph machines for measuring cloth; nutter; paint markers 
for marking pavement; paper match assembly (booking machines); pin ticketing 
machines (tag-to-product applying); power sprayer-type cleaning outfits; reels, 
hose and cable, power operated; refrigerant charging apparatus, automatic; shoe- 
lace tipping machines; slaughterhouse machines; smoke generators, except mili- 
tary; stone products manufacturing machines; tank-cleaning machines; toothbrush 
manufacturing machines; tube cleaners; tube expanders, maintenance type; 
vacuum cleaners, industrial type; vibrating paper joggers; vibrators, hydraulic; 


wallboard plaster core machines; watch-cleaning machines; zipper manufacturing 
machines 


Abrasive circulators; abrasive coating machines; acetylene gas generating ap- 
paratus, utilized; assembling fixtures, production, except those for production of 
military equipment; BRI (Basic Refractories Injection) guns; battery making 
and assembling machines; cutting machines for brick, tile, ceramics, and similar 
non-metallic materials, except powder cutting machines; line-traveling coating 
and wrapping machines for pipes and tubes; Permanent Magnet Ferro Filters; 
pipe line cleaning machines; water super-heaters; waxing machines, industrial; 
welding rod brushing machines; and welding rod feeders 


Office, accounting, and computing machines: 
Addressing machines, except punched-card type .... 


Parts and accessories, n.e.c., specially fabricated for stiviniee cualiahen except 
punched-card type 


Duplicating machines, (except shatemnytee); and specially Sihetited ¢ parts and acces- 
sories, n.e.c. 


Schedule 


B No. 


Cash registers, and emails fabricated parts iia OU WR. cis cveaceaseats 77643 


Typewriters, and specially fabricated parts and accessories, n.e.c. .. 
Staplers, office type 
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77490 


77530 
77545 
77596 


77599 


77599 


71632 


77634 


aatee ea ; iesanaee we cesecceeees 77636-77641 


-77670 


cca 77700-77750 


77771 


Symbol 
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Schedule 
Commodity B No. Symbol 
Office, accounting, and computing machines—Continued 
Dictating, transcribing and recording machines designed as office machines .......... 77790 H § 
Mail-handling machines, and specially fabricated parts and accessories, n.e.c. ....... 717791 H § 
Check-handling machines, and specially fabricated parts and acessories, n.e.c. ..... 777965 H § 
Office machines, n.e.c., and specially fabricated parts and accessories, n.e.c., except 
adding machines, non-listing; calculating machines; card punch equipment; collat- 
ing machines; Coxheadliners; cylinder shaving machines; cylinders for dictating 
machines; discs for recording machines; Formaliners; foto-list machines; head- 
liners; lightning calculators (adding machines); listing adding machines; magnetic 
tape for recording machines; needles for recording machines; photo composing 
machines; pocket adding machines; and remote dictation stationg............... 77799 H § 
Printing and bookbinding apparatus: 
Typesetting machines, and specially fabricated parts and accessories, n.e.c. ............ 77900-77905 H § 
Printing presses, including decorating presses, and specially fabricated parts and 
UTI DAE. 5 60555 859. Bio's. CU Matas Rida, Sich ks. Sa Re salah in dhdesa 77910-77915 H § 
Printing apparatus, n.e.c., and specially fabricated parts and accessories, n.e.c, the 
following only: 
Ponts: handanwa; al Tncty pe matress 25.55 oie oa PA inc ieee ces veclee eeccdocieces 77951 H 
Menbeavera and enpbansing Gemeente | ois ig ho cece ce ede c Sec cscdcccccccadevsctveecs 717961 H § 
Agricultural machines, implements, and parts .................0cccececeeeceeeceeeceeeeees 78013-78719 H 
Tractors, n.e.c., parts and accessories: 
Wheel type tractors, new (other than contractors’ and industrial types)............... 78750-78780 H 
ee eS, 2) Lk en ct techaesséssebearsciastsaneces 78793-78708 H 
Parts and accessories, n.e.c., specially fabricated for garden tractors and motor tillers 
ee Oe ee ee al ene te Meena aaba rere & 78895 H 
Automobiles, trucks, busses, and trailers, parts, accessories and service equipment: 
Heaters, air conditioners and specially fabricated parts, n.e.c., for commercial auto- 
mobiles, trucks and busses, except for assembly ................0ceceeeceececseeseees 79271 H 
Other vehicles and parts: 
Bicycles, and specially fabricated parts and accessories, N.e.c. ...........-...+s+e++s+. 79714-79715 H 8 
Motorcycles and specially fabricated parts and accessories, N.€.C. ...........2.-eee eee 79720-79730 H 
Farm wagons, drays, and trailers, except logging wagons (report logging wagons in 
0G Se SEE RY er aha eerie STE Re 79735 H § 
Vehicles, n.e.c., and specially fabricated parts, n.e.c., except logging wagons, motor 
a, See CI I bac coc inc ccande eoaceccgactvsstacedtavepanses 79996 H § 
Coal-tar and other cyclic chemical products: 
Crude and refined coal-tar and other cyclic tars ...........60. cee sc cee eeeegpeeeseceecns 80050 H § 
CT Re IR issn «wits idinsie vp iccce ce diab dans Sak mabblots inde s5aGidlaces> esdices 80100 H 
Coal-tar and other cyclic dyes and stains, n.e.c., the following only, in small packages 
of 2 ounces or less: dye tablets; easter egg colors, except of vegetable origin; food 
coloring, except of vegetable origin; and household tints and dyes.. 80599 H 
Medicinal and pharmaceutical preparations: 
Castor oil, medicinal grade, in 16 ounce containers or less ........... 1-0 -- see sssaeeeeees 81110 H § 
Otiper cnater wil emedisemn) grade, Balls... ooo ce cet. scenic cise cede ede cesbe seBdeece 81110 H 
CR eS AIBC. d5ic's «Gis se Bs COUR WNT b «huts Che s bks SaRENECEIS ERs pen SAS 81398 H 
NE EEE. ch ctu dee. LAW ON. MICs Es keds ss cvce cn ceektcesttsaucesbusceeeds 81500 H § 
Daens Hees SARIN: BAe. 6c. Soin sein eds ees ATE ia BSA SERRE 81520-81530 H 
Cold, cough and bronchial preparations, except vaccines .................0ccceeeeeeeees 81540 H 
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Commodity B No. Symbol 
| Chemical specialties—Continued 
Asthma, catarrh, and hay fever preparations, including inhalants, except salves, oint- 
' WOMEN 9S 5.5 36 dic ck Conc cecnsd ek cake eee bends cnet ex una vex heen Kunaaeaseae ree 81550 H 
Tonics, blood purifiers, emulsions and appetizers ........... 2.0... 20. c cee cee ee ceeeceeeee 81600 H 
Laxatives, purgatives, cathartics and stool-softening agents, including milk of magnesia 81615 H §S 
EE Cy GION POUNDED oc coci cevccvcretetcsaccncasncacsedcascessusenseasth 81650 H § 
Ses, CURE GAD DORE DENIED og winie oony cc cccncccddntccccccccectcncedcccetesees 81670 H 
Elixers, fluidextracts, tinctures, and similar liquid solutions, n.e.c. ................205+ 81700 H 
Drugs and medicinal preparations in dosage form, the following only: 
Corn and foot remedies; liniments; mouth washes; gargles; and personal antiseptics. 81800 H §S 
| Eye lotions; eye drops; vaginal creams and jellies; suppositories, glycerin and medi- 
cated; caustic and styptic pencils; and patented medicinal preparations of crude 
| Ge TE TED GIO 6 6 6k nck scdcciccccndquuscnepeecduk uci canduensteeees 81800 H 
} Chemical specialties: 
nes ANI GI EOIN QUIEN, 6s 5 inca c cing epan cass ocvnacesanadeentacapneeutetans 82001-82010 H 
Be I Oi Gn GIO 66.5 nics 6.kwa enn 05hsees en scasensunésedened<encneaenne 82020-82030 H 
III 26. on sian d atedn ieee deh rien sce Sadia eihiak eeitences sagt hao 82056 H 
Benzene hexachloride, technical, and formulations containing 6 percent or more gamma 
SRE? CE PORES DORGTEIAUIIG sé. oc cccenar ccanae crags +éedaxceesys cqatrewes centceenes 82075 H 
Agricultural insecticides and insecticide formulations, n.e.c., the following only: 
Benzene hexachloride and compositions, containing 1 to 6 percent gamma isomer .... 82240 H 
Fumigants, soil, grain, and industrial, except Acrylon fumigant; azobenzene fumigat- 
ing powder; cyanide, crude; cyanogas; DD (dichloropropene-dichloropropane mizx- 
ture); Dowfume W-85; fumo gas; nematacides; nicotine fumigating powders; soil 
fumigants (chemicals); and soil fumigators ......... 0.600 c cece cece ec eeeeeees 82260 H 
Insecticides and other pesticides, household and industrial, n.e.c., except aerosol bombs; 
Blackleaf mosquito-fumer; bug bombs; moth balls; and naphthalene balls and flakes 
Os enclnged emeaee S GOR se 3 5 ihc OSS ais BS a ei k dd cwkddedadenee 82270 H 
Disinfectants, deodorants, and germicides, household and industrial, n.e.c. ............. 82280 H 
} EE NOD 50.85.25 6 te SRS EKER Si Sina Cae Ueda e bc ckueaceie 4cbMerds bc itarees 82300 H § 
3 Textile specialty compounds, except texzyme tablets .............. CUE AS A 82385 H §S 
Tanning specialty compounds, n.e.c., except chromium tanning mixtures ............... 82390 H S 
Water softeners, water purifiers, and boiler feed-water compounds, n.e.c. ............. 82400 H 
5 | Regenerated cellulose (except rayon) sheets and rolls, including printed.......... 82700 H § 
Cementing preparations, n.e.c., for repairing, sealing and adhesive use, the following 
5 only: Acetate cement; automobile top sealer; cementing compound, sulfur and tar; 
cementing preparations, for pyroxylin watch glasses; film cement with paraffin; 
floor cement; floor patch, concrete; iron cement; linoleum cement, except rubber; 
linoleum paste, except rubber; polishing wheel cement; roofing cement; running 
board cement; soil pipe cementing preparations; solder glue; thread lubricant and 
seal compound; tire-cut filler; and wallboard cementing preparations . 82740 H §S 
PN: MAIN RUIN as a torah: su Kinin: deh tpsaetn tt taiaaiensii oe tues niet eatin Titer ncaa ena data aia 82870 H 
Organic surface-active agents, the following only: Morpelwet Z; NSAE powder; 
Neutronyx 300 and 834; and Sequestrene A, AA, and NA-2 .............0cceceecees 82889 H 
s Specialty cleaning and washing compounds, n.e.c., except rifle cleaning compounds. ... 82895 H 
Pee peliehon and shay Gee este tees 6 Cie rice cc ERE OLIVA NT 82910 H § 
8 Leather dressings, oils, polishes, and stains .. 82920 H §S 
TEM, ven UEC V Ei ader Pres Cabewdd leh eon cede cae cckele tekew bic oete bee 82925 H § 
epeneeee CRUD CR: waseiiiied cckaiececcs Cieees eRe ceed Oe cace eds 82932 H S$ 
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Chemical specialties—Continued 
Odoriferous chemicals: 
Of synthetic origin 
Of natural origin 


Odoriferous compounds containing natural and/or synthetic essential oils and/or 
odoriferous chemicals of natural and synthetic origin for perfumery, n.e.c. ........ 


Flavors and flavoring extracts, natural and synthetic ...............ceceeeeeeeens 82945-82956 


Pectin and preparations 


Organic rubber compounding agents, the following only: Pentex 


Licorice extract and mass 


Chemical specialty compounds, n.e.c., the following only: 
Aluminum stearate solution for waterproofing masonry; brewers’ finings; brewers’ 
tank coating compound; calcium chloride and salt compound; ceramic printing 
paste; chemical compounds for manufacturing ice cream; chill proofing compounds; 
cigar and cigarette lighter fluids; clarifier, for beer or ale; clarifying powder for 
wines; concrete hardeners; concrete plasticizer compounds; concrete waterproofing 
compound; denatured alcohol, solidified; Diol oleate (rubber thread lubricating com- 
pound); dough improvers; etching compounds; fluorescent powder, daylight (mag- 
nesium sulfate and ammonium tungstate); glycerol stearate (emulsifying agent) ; 
hat finishing powder; indicating paste; industrial enzymes; ink conditioners; ink 
eradicators; ink thinners, for cellophane printing; laundry sour; leather binding 
compounds; lipstick bases; lipstick waxes; marble polish; meat curing compounds; 
metallic hardeners for cement floors; model airplane engine fuels; paper-coating 
paste; pickling inhibitors; plant hormones; platinum liquids for decorating china 
and glass; platinum plating solutions; road binding compound; rosin size; saturat- 
ing compounds, asphalt base; screening pastes; secondary and minor plant nutri- 
ents, n.e.c.; shark deterrents; shaving cream base, concentrated; shellac substitutes; 
silk-stocking savers, in tablet form; silver liquids for decorating china and glass; 
soil conditioners, synthetic; tale paste; and white camphor oils 


Buffing compounds, chemical; iron oxide suspension (spirit dispersion) ; metal patch 
alloy; metal patch solvents; and sodium propionate (bread-making compounds)... 


Industrial chemicals (exclusive of medicinal chemicals, U.S.P. and N.F.): 


Organic acids and anhydrides, the following only: A, B-dibromopropionic acid; adeny- 
lic acid; camphoric acid; and camphosulfuric acid 


EO a GURIIT ON 8 F5 6 TT GER Bee, SoatcSe teeth ecccckoccccccbacces 
Ethyl alcohol 


Alcohols, n.e.c., the following only: diacetone alcohol 


Organic chemicals, except cyclic, the following only: corn protein denaturant; cro- 
tonaldehyde; cyanacetamide; diethyl malonate; dimethyl glyoxime; dipentaerythritol 
acetate; dipentaerythritol hexapropionate; dipentaerythritol hexybutyrate; ethyl 
butyrate; ethyl chloride; ethyl chloroacetate; ethyl chlorocarbonate; ethyl formate; 
ethyl hydrogen sulfate; ethyl lactate; ethyl malonate; ethyl mercaptan; glutaronit- 
rile; glyceryl monostearate; methyl glutamate; methyl hydroxy acetate (methyl 
giycolate); methylinoylacetaldehyde; methyl stearate; monoisopropanolamine; 
monopentaerytaritol diacetate dibutyrate; monopentaerythritol tetrabutyrate; pen- 


tanedione 2-4 (acetylacetone); perpinyl acetate; sodium carboxymethyl cellulose; 
and tri-ethyl phosphate 
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82936 
82936 


mm 
7) 


82941 


82960 


mmm mm 
7) 


82999 H § 


82999 H 


83030 
83070 
83151 
83159 


amm 


83229 H 
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Commodity B No. Symbol 
Industrial chemicals (exclusive of medicinal chemicals, U.S.P. and N.F.) —Continued 
Aluminum compounds, the following only: alum, crystallized; aluminum fluoride; 
aluminum nitrate; aluminum silicate; ammonia alum; potash alum; potassium 
alum; potassium aluminum sulfate; soda alum; sodium alum; sodium aluminate; 
Se RD COI GUE, oo 65 5 Foe cs. bck vac ceb de aetaccaecvcastseeciccsaasess 83390 H 


Potassium compounds, except fertilizers, the following only: 
Cretan of tartar faputhelle: tebeded) oc civics ccs cccccvesscecevcesccs dtcetesess 83590 H § 
Potash-magnesia carbonate; potassium arsenite; potassium bicarbonate; potassium 

bisulfate; potassium meta-bisulfite; potassium phosphate, monobasic; potassium 
silicate; potassium sulfate; potassium sulfide; and rochelle salts............ Lents 83590 


eee Gen GF WEE CINE gc Bais «oc ed Salk oc cdenwes awdiee wes dee ceketucah cbnbabetnssce 83640 


eh OCOD Gp WENT COUN, 5 is o's c bacncckevcdsccckcesbbapenneeahacauen 83670 
Sodium sulfate 


cc vescenescckadedsin ess ce cshdeguthe ds pnetldccdasscecdleuskegdebedeatds 83795 
Sodium compounds, n.e.c., the following only: sodium allyl arsenate; sodium am- 

monium phosphate; sodium arsenate; sodium bisulfite; sodium chlorite; sodium 

orthosilicate; sodium sesquicarbonate; and sodium thiosulfate .................. 83799 


mmm 


x 


Hydrogen peroxide or dioxide, 5 percent solution or less ...........-.cceceeecucees 83973 H §S 


Metal salts of organic compounds, except paint and varnish driers, the following only: 
aluminum acetate; aluminum dihydroxyaminoacetate; aluminum formate solu- 
tions; aluminum isopropylate; aluminum lactate; aluminum octoate; aluminum 
oxiquinolate; ammonium acetate; ammonium alginate; ammonium bitartrate; 
ammonium ferric oxalate; ammonium oxalate; ammonium thioglycollate; anti- 
mony lactate; cadmium acetate; cadmium octoate; cadmium salicylate; calcium 
acetate; calcium formate; calcium linoleate, except paint and varnish dryers; 
calcium tartrate; chlorophyll, dry; chlorophyll solution (in oil); iron protoxalate; 
iron sodium oxalate; magnesiugr oxyphenyl arsenate; manganese acetate; phenyl 
mercury acetate; potassium “acetate; potassium bitartrate; potassium oxalate 
potassium oxichinolin sulfonate; potassium salicylate; sodium bitartrate (acid 
sodium tartrate); sodium formate; sodium gluconate; sodium methylate; sodium 
oxalate; sodium potassium tartrate; sodium salicylate; sodium stearate; tarter 
emetic; zinc acetate; and zinc stearate ......... sirkits pe doe biaeius¢cdeubemebaede 83979 H 


Industrial chemicals, n.e.c., the followiny only: cadmium sulfate; calcium oxide; 
calcium polysulfide; calcium silicate; chalk, precipitated; dicalcium phosphate; 
Epsom salts; ferric hydroxide; ferrous carbonate; ferrous chloride; ferrous sul- 
fate; iron chloride; iron hydroxide; iron phosphate; iron sulfate; iron sulfide, 
granular; kieserite, natural; lead arsenite; lime bi-sulfate; lime phosphate; mag- 
nesium arsenide; magnesium phosphate; magnesium silicate, hydrated; magnesium 
silicate, precipitated; magnesium silicofluoride; magnesium sulfate; magnesium tri- 
silicate; monocalcium phosphate, except as fertilizer; monocalcium sulphate; pal- 
ladium chloride; palladium salts and compounds; silver chlorides; silver cyanide, 
industrial; silver nitrate; silver sulfate; silver sulfide; sodium silico aluminate; 
talcum powder, precipitated, U.S.P. or C.P. (except in small packages) ; zinc carbon- 
ate; zinc cyanide; zinc hydrosulfite; zinc nitrate; zinc peroxide; zinc phosphate; and 
SES Sean, eempat GN TAT ic 0 ks 65.0 iT evdaiiapascevaxcdyiiwess do vadscbapendeie 83990 H 


Pigments, paints, varnishes and related materials: 
Iron oxide pigments, dry, synthetic and natural (mineral earth pigments) ........ 84010 H § 
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Schedule 
Commodity B No. Symbol 
Pigments, paints, varnishes and related materials—Continued 
Pigments, n.e.c., the following only: 
Copper ore pigments; lead phosphate pigments; luminescent zinc pigments, not 
Scr os cc eck ih ncaa ts co aha aa as Gee RL NRE ® ace cee aien tanec e's be 84290 H 
Extender pigments, dry, as follows: barytes, ground; calcium sulfate; and gypsum, 

ET caieeix dees tds CeO RSE N AS he Cathe CHARSG APTS SOUR CSNS CTS CR eaANen Sea ss Ves 84290 H § 
Pemmenens Gebtines, Meuld and Plastlc, Wie. i. cs. Secor. ks eA. sh et ci 84300 H § 
PES osc sate cipesic.e 1 syn SA leala ned ecko geneaaaenkeGseae act Shea eWN BERNE USts 84311 H § 
PO SUR AS OUI as cos c tiecbis c0ks eRe end 660 UNTO G88 Gs LS SOOT TS 84323-84325 H § 
Lacquers: aluminum, silver, gold, and pearl .............cccecceccccecceeceecces 84337 H § 
Ready-mixed paints, stains, and enamels, n.e.c., except fluorescent ready-mizxed paints, 

stains, and enamels; and except antifouling types (including all those containing 

cuprous oxide), and those containing polytetrafluoroethylene (e.g., Teflon), polytri- 

PA UO HENONED SE Fo vce HORSE Pelee Viweeateceeeebeeeeeee 84380 H § 
Varnishes (oil or spirit), natural or synthetic, n.e.c., except antifouling types (includ- 

ing all those containing cuprous oxide) and those containing polytetrafluoroethylene 

(e.g., Teflon), polytrifluorochloroethylene, and silicones............ a oo 84421 H § 
Paints and related materials, n.e.c., the following only: 

Water paints, dry; and paste and semipaste paint colors in oil, putty and paste 

wood fillers, n.e.c., except antifouling types (including all those containing 

cuprous oxide); and those containing polytetrafluoroethylene (e.g., Teflon), poly- 

trifluorochloroethylene and silicones ...................- aa Pelee ails 84459 H § 

Fertilizers and fertilizer materials: 
ee Re PEE eet CETTE TL POLY LITL Eee 85100 H 
Phosphatic fertilizer materials .................. Sat aecRaaee omar seh eas wie ees 85153-85200 H § 
Potassic fertilizer materials, except potassium chloride ................eceeeeeeeee 85310 H § 
en SINE NONE og sn kee cu Seen ddewancs* bx abe ca wa Chee seeeetaesaese 85510 H 
Pree IN o's one, bce eaace aes admcoent Ceaded cubes ccucceest eae tesa s 7110-87700 H § 
Photographic and projection goods: 
16mm Motion-picture cameras, except gun cameras and special purpose military 
I a... Se. os Ue eadied wen adedeeee bes eee Ob eas tnieede. dugwaweuee | 90012 H § 
SN ee OEIND DOUNIIOG a so.as oo ion 5 ces 6005 66d ccd bescec ee cagesees enecessesce 90015 H 
GR ee, Da ee UTE I a 5.5 a CE i a 0 SiH e FE 6 8664 HHS 0 nso Few 90030 H 
Cable releases; camera stands; carrying cases; flash synchronizers; lamp holders; and 
parts and accessories, n.e.c., specially fabricated for: 16mm motion-picture cam- 
eras, except gun cameras and special purpose military cameras; 8mm motion- 
picture cameras; and hand-type, fixed focus still cameras...................0000005 90060 H S 
16mm Silent motion-picture projectors ....0c csc cccccccdcccccccccesdoccdccscccccees 90083 H § 
8mm Motion-picture projectors, silent only..........cccceccccccceccescescecsscees 90086 H § 
gs PEP EST PERITIUL ITIL TTT ee 90090 H S 


Parts and accessories, n.e.c., specially fabricated for 16mm and 8mm silent motion- 

picture projectors ... De seca tbe eee teehee Be shud tabenes Gates 90270 H § 
Motion-picture studio equipment, n.e.c., and specially fabricated parts and accessories, 

n.e.c., the following only: developing, printing, fixing, or washing tanks or machines 90280 H §S 
Motion-picture film, unexposed: 


SER: caceneids we du SO wk obese cee ede bd os vnub ceed eave ESS SEUECSOCUU COs PENS CeTers 91173-91174 H 8S 


PPP r ey rT ts Pi Tick Petar 91178 H §S 
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COMMODITIES SUBJECT TO GENERAL LICENSE GHK OR 


Commodity 


Photographic and projection goods—Continued 
Motion-picture films, exposed, or exposed and developed,! except undeveloped negative 
film 85 mm. or over (Schedule B Nos. 91211 and 91245) 


Photographic processing and finishing equipment, professional and commercial (except 
} motion-picture) n.e.c., and specially fabricated parts and accessories, n.e.c., the 
following only: Analyzers; cutting boards; developing equipment; halftone glass 
screens; photo baths, glass; photo blotters; photo scales (enlarger parts); print 
rollers; printing frames; printing masks; shading machines 


Photographic prints: Foto murals only. 


Photographic transparencies on film or glass, the following only: Kodachrome nega- 
tive; Kodachrome transparencies; lantern slides; slide film prints (silent only) ; 
still picture film, exposed or exposed and developed, positive or negative; View- 
Master film transparencies; and View-Master reels'. 


Photographic and projection goods, n.e.c., and specially fabricated parts and acces- 
sories, n.e.c., the following only: Albums; background, photographic; carrying cases; 
developing tongs; dry mounting press; dry plates; flashing powder; hangers; magic 
lantern parts; projector parts, still picture; screens; squeegees; still picture pro- 
jector parts; View-Masters . 


Scientific and professional instruments, apparatus and supplies, n.e.c.: 
Sun glasses, sun goggles, ophthalmic spectacles, ophthalmic lenses, and specially 
fabricated parts and accessories, n.e.c. 


Binoculars ... 


Microscopes, n.e.c., and specially fabricated parts and accessories, n.e.c, the following 
only: malaria survey sets containing microscopes; micro cover glasses; microscope 
illuminators; microscope slide boxes; and microscope slides 


Optical goods, n.e.c., and specially fabricated parts and accessories, n.e.c., the follow- 
ing only: binocular cases; binocular loupes; cases for opera glasses; folding magni- 
fiers; magnifying glasses; monoculars; spectacle cases of all materials; and 
STUD ocaeee nteatsewonsns 


Teeth, dentures, and bridges ....... 


Dental, professional, and laboratory equipment, n.e.c. 
Dental supplies, n.e.c. ............ 


Nursing bottle washing machines only (hospital type) ................e.eeeeeees ; 
Surgical appliances, n.e.c., and specially fabricated parts and accessories, n.e.c. ...... 


Surgical and medical apparatus, n.e.c., and specially fabricated parts and accessories, 
n.e.c., except Venopaks; whirlpool baths; and apparatus wholly made of polytetra- 
fluoroethylene (e.g., Teflon). .........6.66 0000: wlenlthéees 


Surveying and engineering instruments, n.e.c., and specially fabricated parts and 
accessories, n.e.c., the following only: alidades; altimeters; clinometers; level parts; 
leveling rods; planimeters; plumb bobs; slide rules; spads; stadia rods; surveyor’s 
compasses; surveyor’s trammels; and transit parts 


Drawing and drafting equipment, and specially fabricated parts and accessories, n.e.c. 


Musical instruments, parts, and accessories 


Miscellaneous office supplies 


GLSA. 


Schedule 
BNo 


91211-91245 


91320 
91340 


91400 


91420-91438 
91493 


91495 


91499 
91520 
91555 
91559 
91565 
91581-91585 


91599 


91620 
91630 
92110-92975 


93031-93990 


unless the technical data is exportable to Hong Kong or Macao under either General Licenses GTDP, GTDU, or GTDS, 


Subgroup A country under General Licenses GTDP or GTDS 
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Symbol 
H Ss 
H S 
H §S 
H §S 
H S 
H S 
H §S 
H S 

H § 
H §S 
H S 
H S 
H S§S 
H S§S 
H §S 
H S 
H S 
H S$ 
H S 


1 Motion-picture film containing technica! data, as defined in § 385.1, is not exportable under general licenses GHK or GLSA 


or tw «a 
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Schedule 
Commodity B No. Symbol 


Daye; games; athletic and apertiong: Meee os. és. é.i5 005.656 cis vives 000 Ss Tee ce ievee ee ees 94000-94480 H § 


Books, catalogs, and pamphlets, except technical data: 
Books, catalogs, pamphlets, and charts, except technical data; maps; music; news- 


papers; periodicals; and calendars .................-.cccecceccecsececcscceeseecesss 95100-95600 H 
Other printed matter, except technical data vad eheudatouasee mihen anuetetets ea eReS 95610-95690 H § 
Miscellaneous commodities, n.e.c.: 
Electric clocks: 
Alarm and mantel ... Sebed sib EbeRadersaledadhedeonadeasetnccabacadibenasaneeced 95700 H § 
I i a a won cad mae Mamse AAD Nee a RMS KMD AES AKO 95700 H 
ig se meid copes Santee tas Sony epee ae ae eae eee 95710 H § 
Non-electric clocks, and specially fabricated parts and accessories, the following only: 
8-day alarm clocks; clock chimes, dials, and glasses; and novelty clocks.......... 95790 H § 
Other non-electric clocks, n.e.c., and parts and accessories, n.e.c., specially fabri- 
cated for electric and non-electric clocks .............. 0... cece ece eee eee eeeeeees 95790 H 
Watches, watch movements, and specially fabricated parts and accessories, n.e.c...... 95805-95895 H § 
Works of art, antiques, and collectors’ items, n.e€.c. ............ ccc ee cece eeeeeeees 96100 H § 
MEE <ccioredercasavastateeeraees Freatareee bend sseedacsas biter oho cbtaas 96200 H § 
Jewelry and related items, all materials, except solid gold, platinum, and platinum 
CUE os eek Soe oS eeceat leah cape cnensuasasan ce meas nist ae ean eee 96215-96285 H § 
Jewelry findings, and specially fabricated parts, n.e.c. ..........eeeecceeeeeneeees 96350 H § 
ST EEE cc cc cccacaace sd edenredaus dws aue4s eens oh neal teelemenmae aaa 96805 H § 
Bottle and container closures, accessories, and specially fabricated parts, n.e.c....... 96809 H § 
Buttons, and specially fabricated parts and accessories, n.e€.c. ........ 0.60. e eee enee 97110-97120 H § 
Lighting devices, n.e.c., and specially fabricated parts and accessories, n.e.c., except 
incandescent mantles .. gee hh oe capt arco rahe tig tr Ana aly SA 97925 H § 
Tt a Oe Cee EAD KOS WKSECRE UE SCE RUE ME RES 98000 H § 
PS eee Ue PELL TR LLL 98151 H § 
Manufactured plastic products, n.e.c., not specially fabricated for particular ma- 
chines or equipment, the following only, except all manufactures of polytetrafloro- 
ethylene (e.g., Teflon) and polytrifluorochloroethylene: 
Cigar ribbons; containers for household use (soap dishes, etc.) ; display equipment 
(forms, display boxes, stands, frames); draperies (not firm, woven); garment 
bags (not requiring cutting or further manufacture for use); hand-mirrors; 
manicure sets; mats; sausage casings, plastic; table cloths (cut to size) ; venetian 
blinds, including separate slats and tapes; aprons, baby pants, bibs, and other 
indoor type wearing apparel Satsae et es Cad iastcscesakeenicnesctorien 98159 H § 
Bathroom fixtures; boxes, empty; casein plastic slides; frames, (other than display 
frames): furniture; handles; job trays; knobs; mailing cases; nursing bottles; 
shower curtains; stoppers, for basins and bathtubs; toilet seats; and vials ........ 98159 H 
SNE GUNNIID Ci ies Oh ake en os Geilen aes hue é Spi ee 6 ol mean wtaS eee bee 98211 H § 
NOE has Sees nate na gn es webadmdas <aubsbiensakss canes’ edhe 98220-98265 H S 
ee ee eee te oe eee eT eee 98280 H § 
Umbrellas and parasols, and specially fabricated parts and accessories, n.e.c. ......... 98310-98315 H S 
Snap fasteners and slide fasteners, and specially fabricated parts, n.e.c. ........... 98390 H § 
I oo oa us oc dig db Sd ds 4 SAMRAT ROMRARNE ROG SRCERS ROADAS SERS 98405 H 
Notions, novelties, and specialties, n.e.c., and specially fabricated parts and acces- 
a do a ee ea iti ae uaa Se DORA CHAE AT Sa eRe RIS 98409 H S§ 
Mechanical (except electric) household type refrigerators and farm and home type 
SEE. Ss rat OM. a ora, ts. Cheaanrs. < malane « @titeley spocainh <oix ae ieee age Raaenaeaes 98415 H S 
Ice refrigerators, household and commercial types .............02ceeececececeeeues 98420 H S 
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Miscellaneous commodities, n.e.c.—Continued 
Parts and accessories, n.e.c., specially fabricated for mechanical (except electric) 


household type refrigerators, farm and home type freezers, and ice refrigerators.... 98429 H S§S 
Soda fountain and bar equipment, and specially fabricated parts and accessories, n.e.c. 98460 H §S 
Barber and beauty shop equipment, n.e.c., and specially fabricated parts and acces- 

PUNO Psy iCs sce beavdasdavetcebsag Meets cused s as.e0e Ghunveorsthuancerenwire 98470 H §S 
I, CGB iis 65 ks gn ha endo Sb ehh chide c's eCE ASE Ta RaN sc Obed 0 i Fee 98530 H § 
ee ee eer eee, ere eee ee ae 98710-98720 H § 
Commodities exported for relief or charity by individuals and private agencies: 

Only those commodities which can be exported commercially under their own indi- 

vidual Schedule B numbers within the provisions of General License GHK ...... . 99800-99890 H 


Surgical, sanitary and hospital supplies and equipment only which can be exported 
commercially under their own individual Schedule B numbers within the pro- 
visions of General License GLSA 99890 s 
General merchandise valued at less than $25: only those commodities which are ex- 
portable in quantities valued at $25 or over under their own individual Schedule B 
number within the provisions of General License GHK or General License GLSA.. 99910 H § 
Articles not elsewhere classified, the following only: aquarium equipment; artists’ sup- 
plies, except paper and paint; Braille slates and parts; brush handles or backs, 
except wood; busts, for window display purposes; canes, except adjustable; coin- 
operated machine parts, n.e.c.; distilled water; entomologist supplies; finger-print 
outfits and supplies; fly swatters, and parts; fly traps, and parts; furniture touchup 
kits; game machine parts, coin-operated; heads for display purposes; incense; man- 
nequins, and parts; nursing bottle sets; parking meter parts; picnic sets; record 
compound; record stock phonograph; ribbon flycatchers; sand glasses (timers) ; 
scrap, phonograph record compound; scrap records; shoe shine kits; tattoo outfits; 
taxidermists’ supplies; theatrical wardrobes, complete; vending machine parts, coin- 
operated; and washing machines and parts, household, except electric.............. 99990 H § 
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Senator Monroney. We heard yesterday from Mr. Scheuer that 
a year or so ago they were denied the export of a cotton gin. That 
is'a rather fundamental product that can be bought anywhere i in the 
world. That was done on the basis that it was not eligible for ship- 
ment. Do you know anything about that case? 

Mr. Fisk. I was not in this position or that section of the Commerce 
Department at that time. I know a little about it but I would like 
to say before I ask Mr. Shaeffer to answer that directly, that once 
again it goes back to this business of defining what is strategic. 

Senator Monroney. This is of great interest to this subcommittee 
as to how this is being enforced. In other words, if it is being en- 
forced to stop the strategic that is fine. I don’t think any Member 
of Congress would raise a question. But when we are straining at 
a gnat and swallowing a camel on some of these things then I think 
we have a right to examine and we should let the American exporters 
and the public know just how this law is being interpreted and ad- 
ministered. 

Mr. Fisk. Our belief is that if the American manufacturer has 
technology that is not available to other countries and we have con- 
trol of an item that can make or is a strategic item that it is not in 
our best interests to let Russia have that. We don’t think that they 

‘an invent it themselves. We know they are just as smart as we are, 
but we don’t feel we should give them thousands of years of research 
and millions of dollars in research time in letting them have some one 
item that may improve their ability to make war. 

Now, the problem comes in when you decide what it is that im- 
proves their ability to make war. If we were to sell them a cotton 
gin, that would give them a machine that they could take apart and 
copy. That would release engineers from developing a cotton gin of 
their own. There is the formula that is used, you see. 

I think at the present time the cotton gin would be approved. It 
is a matter of the interpretation of this word “strategic” as we go 
through this work. 

Senator Monroney. I find that isa pretty far stretch of the imagina- 
tion. After all, they have engineers who have been able to orbit the 
moon and a few other things and I don’t think that any great tech- 
nology is involved in a cotton gin and the improvement thereof. I 
think it is a rather disgusting answer to this committee, to feel that 
by denying them a cotton gin we therefore force them to use their 
technical know-how and their engineering capacity that might other- 
wise be designing an ICBM or something of that kind. And this is 
the very problem I think that makes America look ridiculous. This 
same cotton gin, or any of the cotton spinning equipment or any of 
our mechanical machine tools are available in about 50 countries of 
the world, are they not? We export them freely without license to 
all the countries excepting the Iron Curtain countries. 

Mr. Fisk. I believe you digin’t understand my explanation, Senator. 
I said that that was the reasoning that was applied in denying that 
license 2 years ago. I do not believe that that application ‘would be 
denied on those grounds today. As a matter of fact, we have licensed 
a cotton gin, have e we not? 

Mr. Suarrrer. I don’t know that it has been licensed but it is being 
considered for approval. 
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Senator Monroney. There was another case we had during the 
Strauss hearings last year where Russia was willing to buy some large 
size seamless steel pipe for oil pipelines. 

This was denied, as I understand it, by the Secretary of Commerce. 
Instantly almost, West Germany picked up this order, fulfilled the 
order, shipped it into Russia, following which they bought a plant, as 
I understand it, from West Germany which is now operating to make 
their own steel pipe inside Russia. 

I wonder how that benefits the United States or how it helps pro- 
tect our security or how it denies to Russia any strategic material— 
where do we get any national benefit from that ? 

Mr. Suaetrrer. I am not in a position to discuss that. I think the 
yipe bought in West Germany was of smaller diameter but outside of 
that I know little about the purchase. 

Senator Monronry. Last year also Russia, we learned, had per- 
fected a very fine drill bit for oil-well drilling that was supposed to be 
better than anything we had according to our oi] people. One of our 
largest and most responsible oil-well machinery companies wanted to 
work out a license to license some of our drill bits for Russian manu- 
facturer in exchange for their technological know-how and perfection 
of their bit. I understand that was also denied, and I am rather hard 

yressed to find a reason when all of our drill bits are available—again 
in 50 countries of the world—which can be freely bought by Russia 
and can be copied without any kind of an agreement or violation of any 
agreement, since they do not recognize patent rights. 

“Mr. Fisk. I would like Mr. Shaeffer to talk about that a little bit. 

Mr. Suaetrrer. Well, actually, it was not an offer of a drill bit for a 
drill bit. It was an offer to provide us with an unproved turbodrill 
for all of the manufacturing technology of a proven drill bit. As 
a matter of fact, I believe all the publicity we have seen and as a matter 
of fact information we have received from the firm who did bring in 
the turbodrill indicates that it is not yet successful for unlimited 
oil field use. 

Also as to the drill bit, the Russians have gotten hold of our drill 
bits in various ways and have not been successful in copying them or 
coming up to our quality. This is one of the deficiencies which they 
still have. 

Senator Monronry. It is my understanding that very little of the 
Russian production is up to our quality. But we don't deny them 
these things by hiding our heads in the sand and saying, “You can 
never get them,” because they can buy them all around the world. 

Mr. Suarrrer. But here again there is the matter of giving to them 
the competence to not only make the drill bits and satisfy their own 
demands, where they now have an inferior product, with a superior 
product, but also to meet ourselves in world markets. 

Senator Monroney. Aren’t we setting up the Commerce Depart- 
ment above free enterprise? This company certainly knew what it 
wanted. It wasn’t going out as a beneficiary to Russia, it was anxious 
to get this drill, as I understand it. 

Mr. Siarrrer. As far as T personally am concerned it had been 
decided that these drill bits were strategic materials. It was also 
agreed that our friends would control these drill bits and not permit 
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them to go into the bloc. The turbodrill was released to the U.S. 
firm without the U.S. firm giving up important technology. 

Senator Monroney. Don’t you think you are hiding your head in 
on sand? Those drill bits are available all around the world. 

Everything we make we export. We sometimes export it by air- 
craft. I know enough about the oil business to know that dil 
bits are available in Iraq, Iran, and Saudi Arabia, and half the other 
countries of the world, these drill bits are going to be for sale to 
Russia if they choose to get them. 

Mr. Suaerrer. I think the difference of opinion we might have is 
that I don’t think they are generally seal to them because I 
think that the people who are selling them abroad, which in most 
cases are U.S. firms, are not permitting them to be sold to the Sino- 
Soviet bloc. 

Senator Monroney. But we sell them abroad to nationals of other 
countries. This is the fallacy I think that we live under and we 
have no control over an Australian or over a Turk or over an Iranian 
or over countries that do recognize and do trade with Russia. 

After it leaves our possession I don’t think that all the policing of 
the Commerce Department and all of the experts and everything else 
are going to deny these nationals of other countries who see nothing 
wrong with it—there is nothing in their law wrong with it—to go 
ahead and bootleg, you might say, these things Russia might want to 

t. 
ale. SHaerFer. I would like to believe that the agreements we have 
are valid. 

Senator Monroney. How do you know they are valid? Do you 
register them? Do you have an inventory after they have been in 
their hands for 6 months ora year? 

Mr. Suaerrer. What I am saying here is that the other countries 
have agreed with us that this is a type of product that should not 
go to the bloc and therefore they are observing their understanding 
with us. 

Senator Monroney. They are apparently selling them to the bloc, 
their own product. If they sell their own production to the bloc, 
then they are certainly not going—we denied this pipeline pipe and 
we found the next day that one of our very favorite allies and one 
we are trying to help to build up was quick to pick that up. It was 
in the same strategic outers 

Mr. Suaerrer. No; it was. No other country had agreed with us 
at that time that this type of line pipe would be withheld fron the 
bloc. They had, however, agreed that diamond drill bits would be 
withheld from the bloc. This is the distinction I think that we must 
make between the pipe and the drill bit—— 

Senator Monronry. Is this strategic then classified as to mean stra- 
tegic in commerce or strategic in military ? 

Mr. Suaerrer. No; it is strategic generally I would say, because 
the military obviously 





Senator Monroney. You have no doubt that Russia is going ahead 
faster than we are in developing their petroleum resources; have you! 

Mr. Suaerrer. No; I think they are going ahead very rapidly. 

Senator Monroney. They are becoming an exporter of petroleum 
so they must have some competence in this field. 
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Mr. SHarrrer. There is no question about it. 

Senator Monroney. They must be getting this competence not only 
from themselves but from free countries of the world. And are we 
arriving at any end that is beneficial to us? 

Mr. SHaerrer. Well, I believe here that we are now talking about 
a matter of time, also. As Mr. Fisk said in the case of the cotton gin, 
our position has probably changed because of the bloc position has 
changed. 

Senator Monroney. The thing that keeps worrying me about this 
whole system is that we deny the product of America to them and 
therefore force them to establish capital-production capabilities which 
tomy way of thinking is—when they build a capital production we can 
no longer turn off the valve in the event we get nervous about the situ- 
ation. Once they build the factories to produce and build this stuff. 
It seems to me that we would be far better off to take some minor 
chances on some exports. 

Now, the President in this lessening of tensions 3 years ago was 
willing on good faith to voluntarily suspend atmospheric tests of 
nuclear weapons. We didn’t have any agreement, but here was a very 
great amount of faith in execution. We are now bargaining at Geneva 
to even suspend subterranean tests without any methods of detection. 
Yet, over in the Commerce Department we are afraid to send cotton 

ins or drill bits or something like that on the basis that we are build- 
ing Russia up strategically. 

I think if we are willing to go into it, as this administration seems 
to be, to a lessening of tensions, then there is something that might 
be done to lessen a few tensions on the trade front. And I am still 
talking about Russia. I am still talking about a country that we are 
not engaging in a complete embargo on goods. 

Mr. Fisx. I would like to say, Senator Monroney, that this is not 
confined to the Commerce Department. I don’t wish to deny respon- 
sibility, but all our decisions are based on very serious consideration 
of the points of view of the Department of Defense, Agriculture, In- 
terior, and the other agencies that I mentioned earlier. 

One of the thinks that happens is that the Russians like to buy a pro- 
totype and we are quite sure that the reason for doing so is that they 
can more quickly set up the factory themselves. We don’t think they 
ever intend to be dependent upon us for these products. 

A case in point is another item similar to the cotton gin. Recently 
we licensed to them a potato digger. Now, this potato digger is set 
up with three carts that follow the potato digger so there will be one 
cart receiving potatoes, one taking the potatoes to a nearby distribution 
point and another one returning empty to take the place of the cart 
being filled. 

If that is to operate efficiently, it should have all the three carts, and 
yet when the Russians were allowed to buy, as they were, they ordered 
it with only one cart. - 

Now, it is perfectly obvious to us the reason they want that is to 
copy it at once, and we are going to get just one order and no more. 

Now, under those conditions I don’t think we ought to break our 
necks to let them have everything they want. 

Senator Monroney. But do you arrive at any place when they can 


buy that potato digger, I am sure, in West Germany or Italy or any 
other country ? 
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Mr. Fisx. We sold them the potato digger. 

Senator Monroney. I know that, but what I am saying is you 
would have a better chance of some protection in licensing or working 
out an agreement if it is a formal trade deal worked out with an 
understanding rather than being pirated off of the shelf of some 
implement manufacturer in Germany without any reference to what 
they do. They can copy anything we have and certainly most every- 
thing we have you can find in the foreign market. And I can’t go 
along with the testimony that was just given that our great friend 
will not sell these things to Russia. I w ould much prefer “to see, if we 
are going to have our products i in their hands, being there as a result 
of negotiations and agreements, which would be then a violation of an 
agreement between ourselves and Russia, and today the copying and 
the pirating is not the result of any agreement generally but because 
they can buy it anywhere in the world and copy it without any patent 
protection. 

Eventually under a negotiation and a formalizing of this trade re- 
lationship, you may even begin to get some agreements on some 
kind of royalty protection for American patents which I think is an 
absolute, necessary goal, but we are not going to approach it as Jong 
as it is done on a bootleg basis. 

Mr. Fisx. I think our present position is very much as you out- 
lined. We are not denying the item if we know that the technology 
is really available from other countries. It is only when we feel that 
it is a U.S. monopoly on the item and it is also a strategic monopoly 
that we do drag our feet. 

Senator Monroney. I still think we are hiding our head in the 
sands if that item is in export trade. I don’t think all the commerce 
officials and inspectors that you mobilize will ever be able to follow 
those through the channels of trade where Russia, if she wants it, 
won't get one off the shelf of some national who has those for sale. 

Mr. Fisk. Our only answer to that is that we have agreements with 
the other NATO countries through COCOM on strategic items and 
we check with each other. We have developed a system of cross- 
checking which has worked. We don’t feel that strategic commodi- 
ties are as freely available as you state. 

Senator Enexe. Of course, the Senator from Oklahoma has placed 
his finger on precisely the point that disturbs me and that is this—that 
this policy has a great deal of futility in it. Recognizing the objec- 
tive of keeping strategic goods out of. Communist hands is one thing, 
but we are concerned about what: is happening to American export 
trade, and if our export traders are being put at grave disadvantages 
for no counterbalancing good that could come to American policy, it 
seems to me that we ought to take a second look at what we are 
doing 

If it is possible to acquire these items, such as textile mills and 
whatnot, anywhere, the only thing we are doing is depriving our 
exporters of a chance to participate in that kind ‘of business and we 
are putting a middelman—very often one of our own allies or former 
allies—in the position of collecting a profit as the item goes through, 
and yet we are not really accomplishing the basic objective of our 
policy because our allies haven’t agreed with it and are consistently 
violating it especially with reference to Communist China. 
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My observation was, as I traveled over in the Far East, this last fall, 
that the most knowledgeable people in the area were the people who 
are in the trading field. Sometimes I think they have four times as 
good an intelligence system as the State Department. They are 
out mixing around w ith those people every day and as a consequence 
they get information with respect to what is going on behind the 
Iron Curtain that isn’t so available through diplomatic channels. 

We have a peephole you might call it through Hong Kong into 
Red China. Now, without advocating that we ought to recognize 
Red China now, or without advocating that we ought to admit Red 
China to the U.N., it seems to me that our complete embargo of Red 
China closes the door and makes it impossible for us to be apprised 
of what is going on inside of that country, where that information 
could come through trade sources and be available and extremely 
valuable to us. 

In other words, we have a policy that says no trade with Red China 
but our allies do trade with Red China. The subsidiaries of some of 
our companies through their connections oversea trade with Red 
China. It is going on. It represents a case of futility as far as the 
American exporter is concerned. He is simply cut out by an arbitrary 
ruling that doesn’t in effect carry out the objectives of the program. 
And while we do that, we lose the counterbalanci ing benefit that we 
might be getting through some intercourse with those people in order 
to determine what their basic thinking and objectives are. 

I will give you an illustration: All across the southeast of Asia I 
kept asking everybody “Just what are these Communists up to? What 
is in the back of their head? W hy are they kicking up a rumpus at 
the present time with India on the border and why did they do what 
they did in Tibet ?” 

I couldn’t find out. At least from any of our people. We had a 
lot of guessing, but nobody seemed to be able to lay their hands on 
the answer. 

I think it is very important, where our country deals with a diec- 
tatorship, to know what goes on in the heads of those people and 
why they are actuated prec ‘isely the way they are. 

When we foreclose to ourselves the source of important information 
which can be secured through what would be normal trade relation- 
ships, it seems to me that the counterbalancing detriments of the 
policy outweigh any good inasmuch as the trade is going on anyway 
through intermediaries. 

Now, I just make that as a comment. because I realize that this is 
in a different level of the government than you represent; but that is 
the thing that has concerned me about. it. 

Now, you mentioned COCOM and we have another outfit called 
CHINCOM over there in Paris, do we not ? 

Mr. Fisk. I don’t know about CHINCOM. COCOM is a coordi- 
nating committee that sets up the list of what we will consider as 
strategic commodities, but I know of no other committee in that line. 

Senator Ener. I understood CHINCOM went out of existence 
because our allies wouldn't join it. 

How does COCOM operate ? 

Mr. Fisk. I think Mr. Shaeffer can explain that. 
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Mr. Suearrer. COCOM is a group of the NATO nations, plus 
Japan, which get together to determine the strategic nature of com- 
modities and in so doing develop a list of items which shall be em- 
bargoed by this group of nations to the Sino-Soviet bloc. 

At one time CHIN( ‘OM was a separate committee dealing with 
the Sino portion of the bloc. In eliminating CHINCOM the ( ‘OCOM 
nations embargo the same goods to the China area as to the eastern 
European nations. So, in ‘fact, CHINCOM has been absorbed into 
COCOM inasmuch as there is no separate list at this time. At one 
time there were separate lists. 

In addition to the COCOM countries, we have also negotiated bi- 
lateral agreements with certain other countries who have agreed to 
abide by ‘the embargo on this list of goods. 

Senator Encir. Do we have any reason to believe that they have 
export controls that are tight enough to make those agreements 
effectual ? 

That is, that would actually prevent the transport of goods in those 
categories behind the Iron Curtain ? 

Mr. Suearrer. I believe they have; yes, sir. There are certainly 
indications that they have in the past. They have taken action against 
their nationals in cases where their export control laws have been 
violated. 

Senator Monronrey. How many men do we have overseas in the 
Commerce Department inspecting this world trade with other nations 
to see that refrigerators and things don’t finally get bootlegged into 
Russia ? 

Mr. Suearrer. In trade controls solely ? 

Senator Monroney. Yes. 

Mr. Suearrer. We, of course, in Commerce don’t have any. We 
use the Foreign Service for that purpose. 

Senator Monronery. You use the Foreign Service as detectives and 
you are satisfied this is an effective control against bootlegging of 
things that haven’t been specifically cleared that can be copied by the 
Russians ? 

Mr. Suearrer. Now you are asking me to give an opinion on the 
effectiveness—— 

Senator Monronry. I will answer it myself. I don’t think it is a 
bit effective and I think when you say that we can keep these goods— 
although we stick our heads in the sand and say they will never get 
to Russia, we have had experience with the bootlegging industry for 
a long time and we know that they are ingenuous people who can do 
it. And certainly I have seen people in some of our friendly nations 
in the Middle East who have established an economy based on smug- 
gling, bootlegging, and illicit trade that has kept their whole economy 
afloat and have been doing that for centuries. 

I think you ought to form alize this thing, at least on the stuff that 
is strictly nonstrategic, and open up the list so that we can a least 
have a chance to sit down and bargain on a formal basis with what we 
want to open up. 

It is very difficult, the exporters tell us. They feel almost persona 
non grata. If they want to sell a plant, a textile plant or something— 
the testimony yesterday was that when they come to Great Britain 
or come to France or Italy, the Government itself is interested in 
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helping their manufacturer to promote this deal but they never feel 
that their customers are other than persona non grata if they are 
brought to the United States in the interests of trading with us. 

Mr. Fisk. Mr. Senator, Mr. Scheaffer has some statistics I would 
like to have him give you; but before that I would like to say that in 
addition to the policing forces that we have through our own Embas- 
sies, we have the customs agents of all of the NATO countries, who 
are the actual policing officers. But I think that Mr. Scheaffer should 
tell you something about the statistics of this operation. 

Senator Monroney. Before you go on this customs agent thing— 
the customs agent clears it for the importation we will say, of a national 
of a Middle Eastern country. It comes into the country. The cus- 
toms agent will no longer be the policeman to find out where it goes. 

Mr. Fisk. We usually find out where they go. 

Senator Monroney. You have more confidence in the inspection 
system and the ability to stop bootlegging than I have. 

Mr. Scurarrer. Mr. Senator, you made a statement that some of 
these American businessmen hesitate to come to us to discuss this 
type of trade with us. 

Senator Monroney. No, the import of my statement was that they 
feel that their customers representing the trading agency of Russia 
are not received officially by our commercial attachés or our govern- 
mental people as is done in Great Britain or the Scandinavian coun- 
tries or France or Italy. Now, maybe that is all right. I don’t think 
that trade necessarily—if you sell a man a suit of clothes at Gimbel’s, 
that Barney Gimbel has to invite him out to Long Island for the 
weekend. I[ don’t think that goes necessarily with foreign trade, but 
I do think we shouldn’t make them feel that no matter what they want 
to buy, that we would rather they would go away. 

Mr. Scuearrer. I misunderstood your question. I obviously can’t 
comment on this point, but I would like to say that there are indica- 
tions that the bloc—and this is the Eastern European bloc, of course— 
are now beginning to be willing to buy from us more of the things 
which we are willing to sell to them. This indication now seems to 
be a little firmer than it was several months ago. 

A comparison of the first quarter of 1959 licenses—and this takes 
into consideration the fact that there are many items which may be 
sent under general license to the Eastern European bloc—was about 
$61, million in the first quarter of 1959. Now, this trade has begun 
to move up and in the fourth quarter of 1959 it jumped to $30.5 
million. 

These figures represent licenses which we issued. 

In the first quarter of 1960 it Jumped to $35.5 million, so trade is 
beginning to move up. 

Senator Monroney. Was it not the Commerce Department that 
sponsored this wonderful trade fair of American goods and products 
for the American home in Moscow ? 

Mr. Fisk. That was an interchange between the State Department 
and Moscow. We helped in implementing the fair, but we were not 
the sponsors of it. 

Senator Monronrey. First, I want to compliment you. I was not 
fortunate enough to get there while it was still on. TI want to compli- 
ment you. I don’t think there is anything perhaps that we have 
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done in the USIS or diplomatically or any other way that probably 
impressed the Russian people as much as the efficiency, the quality, 
the style, and all of our products as much as this little exposition did. 

I think it was a great undertaking, but I think what this committee 
is concerned with is that we make such overtures and we have to have 
a followthrough. There is no use to run a full-page advertisement in 
the New York Times and then say, “Well, this applies only to our 
friends. Those people whom, perhaps, we are not so Scandi with, 
we hope wil not come in and buy.” 

Mr. Fisk. The thing I think you will discover when you get the 
positive list is that there is really a very small quantity of goods that 
we are not willing to sell very quickly and easily to Russia. 

The Russians, we are told, come and buy it and the figures that 
Frank has just given you show that they have suddenly come to 
realize that they can buy things from us. They are increasing all 
the time. 

The few things that do still require licenses are items in the petro- 
chemical field and others that our own manufacturers are not particu- 
larly anxious to have us license and they urge us not to license these 
things in many instances. We get along quite well, I think, with 
industry. The industry comes to us ahead of time. We ordinarily, 
in this licensing process, don’t issue a license unless the manufacturer 
has a firm order. But we realize in the case of Russia that it is not 
possible for U.S. industry to spend dollars and time on setting up 
specifications of what they wish to offer and then be turned down 
upon making application for an export license. So we have wel- 
comed the U.S. industry coming to us ahead of time and telling us 
of possible orders, we han give them an opinion on whether or not 
the item would be licensed. 

I think we get along quite well. We have people like Dresser In- 
dustries and some of the other large firms who are constantly in com- 
munication with us on these items. 

They understand our point of view and I have seen no resentment 
on their part of the operation which we are carrying out. 

There is one further remark I would like to make. I hope it doesn’t 
seem trite but it seems to me the controls we do have must be somewhat 
effective or they wouldn’t hurt Mr. Khrushchev to the point where he 
complains so much about them. 

Senator Monroney. Perhaps the pride of the Nation would be hurt 
a little bit. Perhaps it is not the product so much but the feeling that 
you have been singled out. I think this has a lot to do with it. Per- 
haps we don’t understand all the things that go into the thinking of a 
nation that perhaps may have a bit of an inferiority complex. By 
attaining some degree of respectability in trade, if they are trusted in 
normal trade, that you might help to soften the position perhaps on 
Berlin or other places where military may be their only recourse. 

Mr. Fisk. Of course, there is another side to it. They have an em- 
bargo against us. They have an embargo on manganese and chrome 
ores against us. 

Senator Monroney. To their great disadvantage. Now this works 
both ways. We were a good customer of theirs on manganese and 
during the Korean war, as I understand it, they embargoed manga- 
nese. We developed other sources of supply and so far as Russia 1s 
concerned, they have had it. 
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Now, don’t you think the Russian reaction might be somewhat sim- 
ilar to ours, if we have embargoed certain things that are not strategic 
at times, or if we have refused or delayed approval, that they are going 
to say, “Well, we'd rather choose the English market or the French 
market because they have not done that to us.’ 

I think there is a thing where—human nature is somewhat the same 
and trade goes where it is invited and remains where it is well treated. 

Mr. Fisk. I am sure vanity is a part of it, I am sure vanity is a great 
part of this most favored nations treatment they worry about. 

Senator Enerr. I would like to emphasize the’ point I made and 
that is that if this embargo—I am not speaking now of the embargo 
on strategics, I am speaking of the general embargo—is ineffectual as 
I think it is, then I can’t see any counterbalanc ing benefits to our coun- 
try as a matter of national policy. In putting our exporters at that 
kind of a disadvantage. 

If I thought we were gaining something in the area of national 
policy, then I would concede that we probably ought to do it. But 
where it simply isn’t working and our own allies don’t do it, and these 
nonstrategic goods are going in there anyway, either through our al- 
lies or through middlemen of one kind or another, it seems to me we 
deprive ourselves of a contact that could be very valuable to us. I hope 
that that policy is reexamined. 

We appreciate your appearance here, Mr. Fisk, and your statement. 
It has th very informative and helpful to us and I express the 
appreciation of the committee, not only to you but to your associates 
at the witness table. 

Mr. Fisk. We thank you very much for the way you have handled 
this hearing. ; 

Senator Ener. Ladies and gentlemen, we have a rollcall on. Our 
next witness is Mr. Samuel Pisar, member of the law firm of Hays, 
Busby & Rivkin. We have invited Mr. Pisar to testify today be- 
cause of his special competence and experience as a lawyer in the field 
of trade with the Communist countries. 

By the time we get over and get back we will be crowding the noon 
hour so I suggest that we recess this committee until 2 o’clock, at 
which time Mr. Pisar will be the first witness. 

Without objection, the committee stands in recess until 2 o’clock. 

(Whereupon, at 11:35 a.m., the committee recessed to reconvene at 
2 p.m., the same day. ) 

AFTERNOON SESSION 


Senator Eneue. Mr. Pisar, we are happy to have you with us today. 
We speroenie your coming to submit your testimony. 

I observe that you have a prepared statement. You may proceed to 
read it, if you wish. 

Mr. Pisar. Thank you. 

Senator Encie. Or you may insert it in the record and summarize 
it if you prefer to, whichever suits you best. 
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STATEMENT OF SAMUEL PISAR, OF THE LAW FIRM OF HAYS, 
BUSBY & RIVKIN; ACCOMPANIED BY ALAN S. HAYS, SENIOR 
PARTNER 


Mr. Pisar. In order not to take up too much of your time, I would 
like to insert the statement in the record and then summarize it. 

Mr. Chairman, my name is Samuel Pisar. I am associated with the 
law firm of Hays, Busby & Rivkin with offices in New York, Wash- 
ington, and Paris. A large part of our practice is in international 
trade. 

I am accompanied by Mr. Alan S. Hays, the senior partner of our 
firm. 

I greatly appreciate the committee’s invitation to testify on prob- 
lems involved in trade with the Sino-Soviet bloc. At the outset let me 
make it clear that I am not here either to encourage or to discour- 
age such trade, but to talk with you as a lawyer about the unique 
and serious practical problems it presents or may present for American 
businessmen. 

My testimony is based on several years’ research and direct experi- 
ence with the technical difficulties arising in East-West trade. In ad- 
dition, I have served as a consultant in litigation against Commu- 
nist-owned business enterprises, including the Israeli-Russian oil 
case. 

As a legal counsel of UNESCO, I have also attended international 
conferences of jurists, lawyers, and government officials, dealing with 
the peculiar problems of trade between free enterprise and state enter- 
prise economies. 

Almost half of the world is developing an economic order never 
known before. In Khrushchev’s well-known words, the system has 
declared war on us in the peaceful field of trade. If we are to defend 
ourselves and our businessmen from this economic onslaught—if 
we are to win this crucial contest—we must give the same careful 
thought to their trading tactics as we give to their military and scien- 
tific weapons. 

Beyond the cliches in which Communist trade is too often discussed, 
we find that very little is known in the United States about the way 
in which these people conduct their day-to-day international business: 
how they buy, sell, negotiate, deliver, treat commercial promises, and 
dispose of claims. 

Using as my main example the Soviet system of foreign trade, which 
is being initiated throughout the Communist bloc. I propose to out- 
line briefly how this system is organized, how it operates in practice, 
what are the peculiar hardships ‘and problems it creates for private 
businessmen. In conclusion, I will attempt to offer several construc- 
tive solutions to these problems. 

My belief is that even though these problems are serious and diffi- 
cult and quite new, owing to the differences in the systems of trading, 
they can be resolved in a constructive way. 

To the American businessman a Communist market is a strange 
world where the state is buyer, manufacturer, seller, distributor, 
banker, insurer, shipowner, legislator, and enforcer, all in one. In 
fact, the entire national range ‘of business activ ity is monopolized in 
the hands of the state. The state conducts all foreign commerce 
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through a ministry of foreign trade and a number of specialized agen- 
cies. T here are no businessmen as we know them. There are only pub- 
lic officials who are fully responsible to the Government and who can 
even be punished for business decisions they make. 

The state’s control over them is therefore unique and complete. 

Until recently the Soviet Union’s foreign trade was rather dis- 
——— Its officials were inexperienced. Their bargaining power 

yas weak. They were compelled to transact most of their trade from 
Senden rather than from Moscow and use foreign ships, foreign banks 
and foreign insurance companies. Contracts were negotiated and 
signed by diplomatic trade delegations which were attached to Rus- 
sian embassies abroad. 

Now, under accepted principles of international law, such delega- 
tions, because they were part of the state, part of the sovereign, could 
claim diplomatic immunity when they were sued in foreign courts. 
Originally this device was used widely to defeat foreign traders and 
depri ive them of their just rights. 

These trade delegations were never admitted to the United States 
and for this reason the Russians were compelled to establish the Am- 
torg Trading Corp., which is a New York corporation with all of its 
shares held in escrow in Moscow. 

Today sovereign immunity is no longer a burning issue in trade 
with Russia, or with the other Communist countries. The Russians 
have come to realize that such high-handed methods of defeating the 
just claims of - ivate traders do not pay off in the long run. Their 
methods have become much more subtle and efficient, and when we 
observe their trading in action it appears to be quite businesslike. 

Most of Russia’s day- to-day foreign business is now in the hands 
of some two dozen corporations on whose behalf immunity in foreign 
courts is never asserted. Each of these corporations has a national 
monopoly to import and export a certain range of goods. For ex- 
ample, one such corporation called Sojuzneftexport, has a monopoly 
on oil and petroleum products. Now, an American businessman who 
wishes to buy or sell any such products in Russia must deal exclusively 
with this particular corporation and with no one else. 

Contrary to what many American businessmen believe, the Soviet 
Union conducts its day-to-day business on our own conventional capi- 
talist terms. The Russian export- import monopolies look and operate 
very much like independent companies. They have their own profit 
and loss account; they are responsible for thejr debts; they have 
authority to complete contracts, issue and accept bills of exchange, 
submit to arbitration and sue and be sued in courts not only at home, 
but also abroad. Their business practices are coordinated by an ex- 
tremely active national chamber of commerce which looks very much 
like an American chamber of commerce, or other private trade 
association. 

In addition, the Soviet chamber of commerce maintains a special 
arbitration court for foreign causes. 

This arbitration court has special jurisdiction to decide disputes 
involving a Russian trader and a “foreigner.” This type of court, 
which has been imitated in all other Communist countries—it exists 
also in Peking; it exists in Prague, in Budapest, and so on. It holds 
public hearings, listens to arguments from foreign counsel. On many 
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occasions foreign counsel have argued in German, in English or in 
French before that tribunal. It refers to foreign law, it publishes 
written judgments and it appears to follow internationally recognized 
standards of due process. 

In dealing with the Russians, the private businessman is often sur- 
prised to find that they have adopted most of the great body of com- 
mercial law and practice which has been the common heritage of 
capitalist traders throughout the world. They speak normal com- 
mercial language and employ all the standard devices to which pri- 
vate businessmen are accustomed—such as c.i.f. and f.o.b contracts, 
ocean bills of lading, marine insurance policies, letters of credit, cer- 
tificates of origin, private arbitration and so forth. 

But careful observation of the Soviet trading system, in action, a 
system which is generally efficient and practical, shows that the con- 
ventional capitalist trappings and practices which it employs are 
often deceptive. When the state itself is a party to all commercial 
transactions, the normal practices with which American businessmen 
are familiar and in which they feel secure can often be manipulated 
against them. 

Now, what are some of the unusual problems that an American 
might encounter in trading with a Communist country and how can 
they be solved ? 

In Russia all that has to be imported or exported is determined by 
the Government under a national economic plan which is fixed in 
advance. Within this strictly defined plan for foreign trade, the 
Government export-import companies make purchases and resell mer- 
chandise at home and abroad. The American trader is completely 
sealed off from contact with Soviet consumers, producers or dis- 
tributors. He cannot establish local facilities. He cannot advertise. 
He cannot supervise the adequate servicing of his product. He can- 
not insure the protection of his patent. 

Since the Government’s plan determining what purchases or sales 
shall be made abroad is secret, the American businessman is kept in 
the dark about the potential supply and demand for the goods which 
he might wish to buy or sell. Nor can he estimate the level of prices 
in a Communist country because the currency is not convertible and 
is not intended to be convertible. 

The Communist country affords him none of the competitive con- 
ditions of the open market. His choice is either to deal with the 
export-import company which specializes in the particular product, 
and on which it has a monopoly, or not to deal at all. 

The state monopoly, the state company on the other hand, is free 
to take its business to whomever it wishes and you can be sure that 
it often takes full advantage of the intense competition between 
American businessmen and other competitors. 

Under a system where the ideal is the very opposite of antitrust 
and free competition, the foreign trade companies are normally in 
a position to assert their immense bargaining power against Amer- 
ican traders. 

In negotiating with these monopolies, the businessman or his law- 
yers becomes aware that if he insists on detailed protective terms in 
his contract, he can be excluded from the market altogether because 
he has no one else with whom he can trade. 
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Traders who have misgivings about certain unusual conditions are 
often tempted with attractive price terms. A state trader, in nego- 
tiating contracts, is not solely governed by costs or margins or profit. 
He can frequently make a small price sacrifice in order to gain such 
an advantage as the security that all disputes which arise will be 
arbitrated in Moscow, Peiping, or in Prague. This, I think, is why 
so many capitalist traders, including American traders, are agreeing 
to solve their dispute before arbitration tribunals in Moscow, or other 
Communist capitals. 

Now, these tribunals have a very businesslike procedure and on the 
whole they have not been unfair. But the trader who submits to them 
doesn’t always realize that because of the different nature of the 
system with which he is trading, the Communist side is really sitting 
as judge in its own cause. And because such arbitration agreements 
are entered into voluntarily, courts in the United States and in other 
countries have held them binding on their own citizens. To hold 
otherwise could violate traditional standards of our arbitration law 
relating to the enforcement of arbitration awards, which were never 
designed to cope with the underlying scheme of total state trading. 

Let me give you a more specific example of how Communist trade 
organizations can take advantage of orthodox commercial law and 
practice. This is an example from a case in which I was personally 
associated. 

During the Suez conflict in a move that was obviously designed for 
political impact on Arab opinion, the Soviet Oil Corp. informed 
its Israeli buyer that the Ministry of Foreign Trade had prohibited 
further deliveries under its contracts. 

Now, because this Israeli company had been induced to accept an 
arbitration clause, to arbitrate in Moscow, this was the only place it 
could sue. 

The Moscow arbitration court in a proceeding which had many 
hearings, to which the press was admitted, where diplomats were ad- 
mitted and which were generally fair, finally ruled against the Israeli 
company and in favor of the Soviet company. 

The reason it gave for its decision is that the prohibition by the 
Soviet Government to perform the contract for the supply of oil to 
Israel made performance by the Soviet company impossible and the 
damages should therefore be suffered by the Israeli buyers. 

Judged by conventional arbitration standards and by laws govern- 
ing foreign trade, this decision is not manifestly unfair. An Amer- 
ican court with a similar factual situation between two private com- 
panies might very well have reached a similar result. It might have 
ruled that where a government cancels a license for its own reasons 
and where a seller cannot perform, that the risk should lie on the 
buyer and not on the seller. But where such standard, time-honored 
rules break down completely and make a mockery of justice is when the 
trader and his licensor is the government itself. What is to stop 
the Soviet company which really belongs to the state and is truly 
controlled by the state. What is to stop its President from telephon- 
ing the Minister of Foreign Trade by whom he is appointed and to 
whom he is responsible to ask him to cancel the export license in a 
contract which is no longer profitable ? 
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One could cite many other examples of how such time-honored prac- 
tices, even if scrupulously observed by the state trading side, can be- 
come a travesty on justice when one of the parties is a total state 
trader. 

In dealing with private American enterprises, the state trader i 
advantaged in very special ways. For one thing, its interests are 
never in conflict with those of its sister trading corporations, or for 
that matter, with government policy in general. The government 
is, therefore, free to provide it with a degree of protection which the 
American trader who seeks to do business with Russia can never hope 
to obtain. 

The Soviet Government, in negotiating treaties abroad or in pass- 
ing laws at home, never has to resolve the various business conflicts 
which Congress and the administration face in this country. 

Similarly, in negotiating tariffs, an agreement for reciprocal tariff 
reductions never gives the American side a real quid pro quo. Re- 
duction of tariffs by a Communist country never increases imports. 
The reason for this is that all the trade is done by the state and there 
is no need for any tariffs, for any quotas, for any exchange controls 
or for any other protectionist devices. You cannot possibly have 
any higher degree of protectionism than when the state itself does all 
the trading. 

Now, the serious problems which could arise from the Communist 
trade offensive are by no means limited to those who wish to trade 
with them. The difficulties also reach Americans who trade in other 
markets or whose trade is purely domestic. In today’s divided world, 
the Communist system is flexible enough to create serious problems 
for American businessmen in markets where they are normally not 
threatened. A hostile government which plays the part of punt, 
man and judge of all that is to be extracted, manufactured, sold, o 
dumped abroad, without normal references to costs, profits, prices, or 
normal laws of supply and demand, can easily combine business with 
politics. 

If, for example, it is judged expedient to put on an impressive trade 
fair in Brussels, the appropriations necessary for this purpose follow 
dramatically and the state trading enterprises proceed to do the job, 
irrespective of whether they make a profit or a loss. 

As for the possible effect of Communist trading methods on our 
internal business, the threat of dumping affords a good example. Not 
having any need for antidumping legislation, the Russians are often 
plously indignant when accused of preparing to dump small Russian- 
made cars in the American market or large quantities of tin and 
aluminum in other markets. But the truth is an American trader 
is not only prevented from dumping in Russia, but he could not 
even sell unless he was expressly invited by a government company 
to do so. 

Our own antidumping legislation, on the other hand, is completely 
inadequate to deal with the threat of Communist dumping. We 
have no reliable way, for example, of determining fair value of a 
product which is exported from a Communist country. In terms of 
the present antidumping act foreign value is no guide because there 
is no free home market. 
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In addition to that, there is no freely convertible currency and 
we have no way of saying how many rubles represent a dollar. 

“Constructed value” is equally useless because Communist cost of 
production, even if our customs service had facilities to verify it in 
the Communist country of export, is an outlandish concept and com- 
pletely unrelated to our methods of computing costs. _ 

In conclusion, therefore, I submit that trade with Communist 
monopolies, even when conducted on the basis of our traditional rules 
of commercial law and practice, places the American businessman at 
a serious disadvantage. 

What the American businessman needs is the aid of Congress and 
the administration in order to restore the balance which 1s heavily 
weighted against him by the full participation of the state on the 
other side. 

Now, these problems are quite novel because the Russians have intro- 
duced into the world a system of trading which has never before been 
known in history and this trading is spreading and other countries 
are imitating it. 

The difficulties and problems which it poses are very serious, but 
they can be solved. 

ow can the United States assist American traders to avoid the 
pitfalls and inequalities which are inherent in trade with the Com- 
munist monopolies ? 

Well, it has been suggested, and I was very interested this morning 
to hear the comments about the possibility of placing trade in the 
hands of the American Government in order to compete with Rus- 
sian and other Communist monopolies on equal terms. Suggestions 
have been made on various occasions that a U.S. Government corpora- 
tion should be created for this purpose. 

I submit to you, Mr. Chairman, that a proposal of this kind would 
be highly impractical. It would be impractical because although 
such a corporation could be given facilities to compete with Com- 
munist monopolies on equal terms in other markets, and could be 
given facilities to place the trade of Americans on an equal footing 
with Russia it would introduce into our system methods of state 
trading which are completely alien to the free enterprise system and 
which could play into Communist hands by diminishing the difference 
between their way of life and our way of life; their way of doing 
business and our way of doing business. 

Equally dangerous, I think, is the suggestion that effective solutions 
van be found by admitting Communist countries to international 
trade groups in the free world. The conventional habits and practices 
which are valid in trade between private enterprise countries cannot 
possibly cope with the totally different aims and methods of Com- 
munist traders. 

Finally, I do not believe that the answer lies in piecemeal amend- 
ment of existing U.S. statutes. To try to achieve what is needed 
in this area through the medium of legislation would tend to dis- 
locate our established method of regulating trade conducted on normal 
business principles. 

On the constructive side, permit me to suggest that if the Com- 
munist bloc is really serious about trading with the United States 
and the free world in a stable and businesslike way, and under condi- 
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tions of mutual advantage, it should be required to adhere to a speci- 
fic set of ground rules c arefully designed to insure true equality and 
reciprocity for private traders. 

For the protection of American businessmen as such, a Communist 
country must be required to abide by special rules and provisions set 
forth in bilateral commercial treaties drawn in much greater detail 
than the United States has done in the past. 

I believe that this is the only feasible way of dealing with the unique 
problems a Communist state trading system presents for our traders, 

The present hearings are probably not the appropriate place to 
make detailed suggestions in this respect, but by way of example, 
such a treaty should spell out basic rules which, unless varied by the 
parties in their individual contract, would insure that an American 
trading with a Communist monopoly would not find himself in the 
position of the Israeli company which was deprived of a remedy be- 

cause the Russian corporation, resorting to traditional rules of com- 
mercial law, shielded itself behind the acts of its state. It would also 
provide that certain unusual expropriation provisions of Communist 
law—when a contract is signed in Moscow and governed by Com- 
munist law—would not apply against an American trader. It would 
insure that arbitrations would be conducted not by the specialized 
and deceptively organized, deceptively traditional tribunals which 
exist in every Communist. country today, but by balanced abritra- 
tion tribunals either in a third country or for example under some 
agreement between the Russian ( ‘hamber of Commerce and the Amer- 
ican Arbitration Association in New York. Such a treaty would 
also include a specific rule that sovereign immunity would never be 
a valid defense by a state trader attempting to defeat the rights of 
private parties. 

In addition, I believe that the Department of Commerce should 
be authorized to provide the business community with extensive ad- 
visory services in the techniques of dealing with countries where the 
total fusion of government and business has rendered conventional 
habits and practices obsolete . 

Finally, at the free-world level, the United States should take the 
lead in drawing up in consultation with our allies a code of fair busi- 
ness practices which the Communist countries should be required to 
observe in their trade with private enterprise systems. 

I think an approach along these lines would help to put such trade 
on a mutually advantageous and stable basis. 

Thank you, Mr. Chairman. 

(The complete prepared text of Mr. Pisar follows :) 


TESTIMONY OF SAMUEL PISAR, ACCOMPANIED BY ALAN S. Hays 


Mr. Chairman, members of the committee, my name is Samuel Pisar. I am 
associated with the law firm of Hays, Busby & Rivkin, with offices in New York, 
Washington, and Paris. A large part of our practice concerns international 
trade. 

I appreciate the committee’s invitation to testify on problems involved in 
trade with the Sino-Soviet bloc. At the outset, let me make it clear that I 
am not here either to encourage or to discourage such trade, but to talk 
with you as a lawyer about some of the unique and serious practical problems 
it presents for American businessmen. 

My testimony is based on several years’ research, and direct experience with 
the technical difficulties arising in East-West trade. In addition to serving as 
a consultant in litigation against Communist-owned business enterprises, I have 
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also represented UNESCO at international conferences of jurists, lawyers, and 
Government officials, dealing with the peculiar problems of trade between free 
enterprise and state enterprise economies. 

Almost half of the world is developing an economic order never known 
before. In Khrushchev’s well-known words, this system has declared war on 
us in the peaceful field of trade. If we are to defend ourselves and our busi- 
nessmen from this economic onslaught—if we are to win this crucial contest— 
we must give the same careful thought to their trading tactics as we give to 
their military and scientific weapons. 

Beyond the cliches in which Communist trade is too often discussed, we find 
that very little is known in the United States about the way in which these 
people conduct their day-to-day international business: how they sell, negotiate, 
deliver, treat commercial promises, and dispose of claims. 

Using as my main example the Soviet system of foreign trade, which is being 
initiated throughout the Communist bloc, I propose to outline briefly how this 
system is organized, how it operates in practice, what are the peculiar hard- 
ships and problems it creates for private businessmen. In conclusion, I will 
attempt to offer several constructive solutions to these problems. 

My belief is that even though these problems are serious and difficult and quite 
new—owing to the differences in the systems of trading—they can be resolved 
in a constructive way. 

ORGANIZATION 


To the American businessman a Communist market is a strange world where 
the state is buyer, manufacturer, seller, distributor, banker, insurer, shipowner, 
legislator, and enforcer, all in one. In fact, the entire national range of busi- 
ness activity is monopolized in the hands of the state. The state conducts all 
foreign commerce through a ministry of foreign trade and a number of spe- 
cialized agencies. Russia’s businessmen are public officials. They are fully 
responsible to the Government for what they do and can be disciplined or pun- 
ished for their business decisions. The state’s control over them is, therefore, 
unique and complete. 

Until recently the Soviet Union’s foreign trade was disorganized, its trading 
officials were inexperienced and the bargaining position of its enterprises was 
weak. They were compelled to transact most of their trade from London rather 
than Moscow, to use foreign banks, foreign ships, and foreign insurance. Con- 
tracts were negotiated and signed by diplomatic delegations which were attached 
to its foreign embassies. Under accepted international practice these trade 
delegations could not be sued in courts of law because of the legal immunity 
to which sovereign states are entitled. This accepted rule of international law 
was often abused to deprive foreign traders of their contractual and other 
legal rights. 

Soviet trade delegations were never admitted into the United States. For 
this reason, the Russians were compelled to establish the Amtorg Trading 
Corp., a company organized under the laws of New York with shares held in 
escrow in Moscow. 

Today sovereign immunity is no longer a burning issue in trade with Russia. 
The Russians have come to realize that such high-handed methods of defeating 
the just claims of private traders destroy confidence and do not pay off in the 
long run. Their trading methods have become much more subtle and efficient. 

Most of Russia’s day-to-day foreign business is now conducted by some two 
dozen Government corporations on whose behalf immunity is never asserted. 
Each of these corporations has a total national monopoly to import and export 
a certain range of goods. For example, Sojuzneftexport has a monopoly on oil 
and petroleum products. Thus, the foreign businessman who wishes to buy 
or sell such products in Russia must deal exclusively with this particular Gov- 
ernment corporation. 


PRACTICES 


Contrary to what many American businessmen believe, the Soviet Union con- 
ducts its day-to-day business on our own conventional capitalist terms. 

The Russian export-import monopolies look and operate very much like in- 
dependent companies. They have their own profit-and-loss account, are re- 
sponsible for their debts, have authority to conclude contracts, issue and accept 
bills of exchange, submit to arbitration and sue and be sued in domestic and 
even in foreign courts. Their business practices are coordinated by an ex- 
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tremely active national chamber of commerce whose charter and activities ap- 
pear to be very similar to those of an American chamber of commerce or other 
private trade associations. In addition, the Soviet Chamber of Commerce main- 
tains a special arbitration court for foreign causes, before which numerous 
American traders have appeared as plaintiffs and defendants. This court holds 
public hearings, listens to arguments of foreign counsel, refers to foreign law, 
publishes written judgments and appears to follow internationally recognized 
standards of due process. 

In dealing with the Russians, the private businessman is often surprised to 
find that they have adopted most of the great body of commercial law and prac- 
tice which has been the common heritage of capitalist traders throughout the 
world. They speak normal commercial language and employ all of the standard 
devices to which private businessmen are accustomed, such as c.i.f. or f.o.b. 
contracts, ocean bills of lading, marine insurance policies, letters of credit, cer- 
tificates of origin, private arbitration, and So on. 

But careful observation of the Soviet trading system in action shows that the 
conventional capitalist trappings and practices which it employs are often 
deceptive. When the state itself is a party to all commercial transactions, the 
normal practices with which American businessmen are familiar and in which 
they feel secure are capable of being manipulated against them most unfairly. 


PROBLEMS AND HARDSHIPS 


What are some of the unusual problems which an American might encounter 
in trading with a Communist country? 

In Russia all that needs to be imported or exported is determined by the 
Goverment under a national economic plan fixed in advance. Within the 
strictly defined limits of this plan for foreign trade, the Government export- 
import monopolies make purchases and resell merchandise at home and abroad. 
The American trader is completely sealed off from contact with Soviet pro- 
ducers, and distributors. He cannot establish local facilities. He cannot ad- 
vertise. He cannot supervise the adequate servicing of his product. He cannot 
ensure the protection of his patent. 

Since the Government’s plan for sales and purchases abroad is secret, the 
American businessman is kept completely in the dark about the potential supply 
and demand for the goods he might wish to buy or sell. Nor can he estimate 
the level of prices in a Communist country, under currencies which are designed 
only for internal use and are not intended to be convertible. 

A Communist country affords him none of the competitive conditions of the 
open market. His choice is either to deal with the only export-import monoply 
which specializes in his product, or not to deal at all. The state monopoly, on 
the other hand, is free to take its business to whomever it wishes, and you can 
be sure that it takes full advantage of the intense competition between American 
businessmen and other competitors. 

Under a system where the ideal is the very opposite of antitrust and free 
competition, the foreign trade monopolies are normally in a position to assert 
their immense bargaining power against American traders. In negotiating with 
these monopolies, you soon become aware that, if you insist on special protective 
terms in your contract, you may find yourself excluded from the Russian market 
altogether, for there is no one else with whom you could trade. 

Traders who have misgivings about certain unusual conditions, frequently 
succumb to an offer of more attractive price terms for the merchandise they 
are buying or selling. A state enterprise is in a position to make such offers 
primarily because cost or margins of profit are not a crucial consideration in 
its business decisions. 

This, I think, explains why an ever-growing number of capitalist traders are 
accepting clauses in their contracts with Communist enterprises which require 
arbitration of disputes before Communist chambers of commerce in Moscow, 
Prague, or Peiking. On the whole, these arbitrations have been fair and busi- 
nesslike. Nevertheless, the trader who submits to them does not always realize 
that he is agreeing to be bound by the decision of a court where the Communist 
side sits in judgment of its‘own cause. And because such arbitration agreements 
are entered into voluntarily, courts in the United States and other countries 
have held them binding on their own citizens. To hold otherwise would violate 
traditional arbitration law and practice, which was never designed to cope with 
the umlerlying scheme of Communist state trading monopolies. 
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Let me give you a more specific example on how Communist trade organiza- 
tions can take advantage of orthodox commercial law and practice. During the 
Suez conflict, in a move obviously designed for political impact on Arab opinion, 
the Soviet oil corporation informed its Israeli buyer that the Ministry of Foreign 
Trade had prohibited further deliveries. The Moscow arbitration court, in 
which the Israelis had to sue because of an arbitration clause, ruled in favor of 
the Soviet company on the ground that the prohibition by the Soviet Government 
made performance of the contract impossible. 

Judged by conventional arbitration standards, the proceedings did not appear 
unfair. Indeed, arbitration here in America of such a dispute between two 
private companies might have resulted in a similar ruling, namely that the risk 
of government cancellation of an export license is on the buyer rather than 
the seller. But the point at which there is a complete breakdown in the sensible 
operation of accepted rules of corporate law and practice—such as the separa- 
bility of a corporation from its shareholders—is when the seller is the govern- 
ment itself, acting through one of its integral agencies. For what is there to 
stop the president of a Russian corporation from asking the Minister, by whom 
he was appointed and to whom he is responsible, to prohibit performance of a 
contract no longer profitable for the state enterprise. One could cite many 
other examples of how time-honored practices, even if scrupulonsly observed, can 
become a travesty on justice when one of the parties is a total state trader. 

In dealing with a private American enterprise the state trader is advantaged 
in very special ways. For one thing, its interests are never in conflict with those 
of its sister trading corporations or, for that matter, with Government policy in 
general. The Government is, therefore, free to provide it with a degree of pro- 
tection which the American trader seeking to do business with Russia can 
never hope to attain. In passing laws and negotiating commercial treaties the 
Soviet Governmet is not confronted with the conflicting business pressures which 
constantly beset Congress and the administration in this country. 

Similarly, in negotiating reciprocal tariff reductions under our present laws, 
the U.S. Government cannot obtain any real quid pro quo for its own exporters. 
This is so because in a Communist trading system tariff concessions do not 
automatically increase the volume of imports. In order to limit imports there 
is no need for Russia to resort to high tariffs, quotas, exchange controls, or other 
protectionist devices. There the state alone does all of the buying and selling. 
What greater protectionism could possibly exist? This, however, does not stop 
the Russians, whose import duties are minimal, from pointing with pious indig- 
nation to U.S. tariff walls. 

The serious problems arising from the Communist’s growing trade offensive 
are by no means limited to those who trade or wish to trade with them. The 
difficulties can affect American businessmen who trade with other countries 
or even those whose trade is entirely domestic. 

In today’s divided world the Communist system of trading is flexible enough 
to create serious problems for American businesmen in foreign markets in which 
they are normally not threatened. A hostile government which plays the part 
of businessman and judge of all that is extracted, manufactured, bought, sold, 
bartered, or dumped abroad, without normal reference to costs, prices, profits, or 
laws of supply and demand, can easily combine politics with business. If, for 
example, it is expedient to put on an impressive trade fair in Brussels, the 
necessary appropriation of funds follows automatically and the state’s business 
enterprises proceed to do the job regardless of profit or loss. 

Consider also the likely invasion of some of our traditional markets when Russia 
and China have satisfied the basic needs of their people and are ready to divert 
increasing resources to economic disruption. We have ample evidence of the 
facility with which their highly mobilized economies subordinate trade to diplo- 
macy. The most recent example is the politically motivated purchase of surplus 
sugar from Cuba. 

As for the possible effect of Communist trading methods on our internal busi- 
ness, the threat of dumping affords a good illustration. Not having any need for 
antidumping legislation, the Russians are diplomatically indignant when accused 
of dumping small cars in the United States or large stocks of aluminum and 
tin in other sensitive markets. The truth is that an American trader is not 
only prevented from dumping but indeed from selling at all, unless the Com- 
munist government invites him to do so. 

Our own antidumping legislation, on the other hand, is manifestly inadequate 
to cope with the possibility of Communist dumping. We have no reliable way of 
determining the “fair value” of Communist products under our Antidumping Act. 
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The “foreign market value” is no guide because a Communist country has no 
free home market; nor is there a practical way to convert rubles into dollars. 
“Constructed value” is equally useless because Communist cost of production, 
even if our customs service had access to verify it, is an outlandish notion, com- 
pletely unrelated to our methods of computing costs. 

In conclusion, I submit that trade with Communist monopolies, conducted 
on the basis of our traditional rules of commercial law and practice, places 
American businessmen at a serious disadvantage. They need the aid of Con- 
gress and the administration in order to restore the balance now heavily weighted 
against them by the full participation of the state on the other side. 


SOLUTIONS 


How can the United States assist American businessmen to avoid the pitfalls 
and inequalities inherent in trade with Communist monopolies? 

It has been suggested that a U.S. Government corporation should be created 
through which all of our East-West trade would pass. This proposal is highly 
impractical. Although such a corporation could be given facilities to deal or 
compete with Communist monopolies on equal terms, its creation would mean 
resorting to state trading methods which are alien to our free enterprise system. 

Equally dangerous is the suggestion that effective solutions can be found by 
admitting Communist countries to international trade groups in the free world. 
The conventional habits and practices which are valid in trade between private 
enterprise countries cannot possibly cope with the aims and underlying methods 
of Communist traders. 

Finally, I do not believe that the answer lies in piecemeal amendment of exist- 
ing U.S. statutes. To try to achieve what is needed through the medium of 
legislation would tend to dislocate our established method of regulating trade 
which is conducted on normal business principles. 

On the constructive side, permit me to suggest that if the Communist bloc is 
really serious about trading with the United States and the free world in a 
stable and businesslike way, it should be required to adhere to a specific set of 
ground rules carefully designed to insure true equality and reciprocity for 
private traders. 

For the protection of American businessmen, a Communist country must be 
required to abide by rules and provisions set forth in a commercial treaty in 
much greater detail than the United States has done in the past. I believe that 
this is the only feasible way of dealing with the unique problems a Communist 
state trading system presents for our traders. The present hearings are not 
the proper time or place for detailed proposals. But by way of example, such 
a treaty should spell out basic rules which, unless varied by the parties in their 
contract, would insure that an American will not remain without a remedy 
against the state trader, as in the Israeli case I have mentioned; that various 
unusual expropriation provisions of Communist law will not apply to foreign trade 
contacts; that arbitrations will be conducted in truly balanced terminals; that 
sovereign immunity will not be a valid bar against the claims of private business- 
men; and so forth. 

In addition, the Department of Commerce should be authorized to provide the 
business community with extensive advisory services in the techniques of deal- 
ing with countries where the total fusion of government and business has 
rendered conventional habits and practices obsolete. 

On the free world level, the United States should take the lead in drawing 
up a code of fair business practices which Communist countries will be required 
to observe in their trade with private enterprise systems. 


Hays, Bussy & RIVKIN, 
Washington, D.C., May 11, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MAGNUSON: This letter is written as a technical footnote to 
the testimony of my associate, Mr. Pisar, on May 6, 1960, at a hearing of your 
committee on the subject of trade between the United States and Communist 
countries. 

Let me say first that from our necessarily somewhat limited view as compared 
with that of your committee which sees the overall problem, we think it would 
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be presumptuous for us either to encourage or discourage East-West trade. 
And, as Mr. Pisar said in his testimony, we have not advanced any position on 
this political subject. Nor, so far as we know, have any of our clients. The 
purpose of this letter is to suggest that if your committee, however, concludes 
that an increased volume of such trade is in the national interest of the United 
States, it seems quite certain that legislative action would have to be taken by 
the Congress in order to implement such commerce. 

Although the point must surely have been duly noticed by the committee, there 
appears to be no reference in any of the testimony or statements submitted up 
to now to the overhaul of our tariff position which any important business with 
the Communist countries would seem, as a practical matter, to require. 

The rates of duty under our Tariff Act are, as you know, divided at present 
into two sections. One section consists of so-called full rates. These are the 
rates which were fixed by Congress in 1930 when the Smoot-Hawley bill was 
passed. The other section consists of the rates which have evolved from our 
reciprocal trade program, under which virtually all importations into the United 
States are handled. The contrast between the two sections is very great. Fol- 
lowing are some examples: 


Tariff Act of 1930, as amended 








Para- 
graph Description Full rate Reduced rate 
No. 
—_———| - — A ——E a Me | eo 
1102 | Hair of the Kashmere goat, in the grease__.| 34 cents per pound. ----- 18 cents per pound. 
Wools not specially provided for, not finer | 29 cents per pound__-_-_--.| 17 cents per pound. 
than 44s, in the grease. 
1116 | Oriental rugs, valued over $1.1146 per | 45 percent ad valorem_-__| 2244 percent ad valorem. 
square foot. | 
1117 | Floor coverings wholly or in chief value of | 60 percent ad valorem_._| 30 percent ad valorem. 
wool, valued at over 40 cents per square 
foot. 
1518 | Downs and feathers, colored, dressed, or |.....do_............---..-}| 17 percent ad valorem. 
| manufactured in any manner. 
1519 | Dressed furs and dressed fur skins (sable, 
wolf, mink): 
Not dyed.......... _..| 25 percent ad valorem__-_| 744 percent ad valorem. 
Dyed ieee Be abesl ....----| 30 percent ad valorem_-_-_| 10 percent ad valorem. 
1530 | Leather (partly finished or finished), glove | 20 percent ad valorem_._| 844 percent ad valorem. 
and garment. 








Note.—Imports from the Communist countries are subject to the full rates; the reduced rates apply to 
imports from other countries. 


Business conditions are such as to be highly competitive in merchandise of 
the kind which we might expect to receive from the Communist countries if trade 
with the nations of that bloc were resumed. It seems quite obvious that im- 
porters could not, as a practical matter, pay normal prices for such merchandise 
and at the same time pay customs duties at the full rates. Since we certainly 
would not want to encourage or force the prospective Communist exporters to 
sell at substandard prices (many witnesses at the hearings of your committee 
have referred to this as a problem of dumping), it must be supposed that re- 
sumption of trade would necessarily be preceded by equalization of tariff rates. 

The dual tariff schedules first came into existence under section 5 of the Trade 
Agreements Extension Act of 1951 (Public Law 50, 82d Cong.), which reads as 
follows: 

“Sec. 5. As soon as practicable, the President shall take such action as is 
necessary to suspend, withdraw, or prevent the application of any reduction in 
any rate of duty, or binding of any existing customs or excise treatment, or 
other concession contained in any trade agreement entered into under authority 
of section 350 of the Tariff Act of 1930, as amended and extended, to imports 
from the Union of Soviet Socialist Republics and to imports from any nation 
or area dominated or controlled by the foreign government or foreign organi- 
zation controlling the world Communist movement.” 

The duality has been preserved ever since the original enactment in 1951. 

In view of the fact that the full rates exist by virtue of law, they can be 
nullified only by a new enactment of Congress. They could not be eliminated 
by mere Executive action. 

Respectfully yours, 


Atan §. Hays. 
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Senator Enete. Thank you, Mr. Pisar. : 

With respect to your last statement regarding the possible solutions, 
the suggestion was made this morning—I asked Mr. Fisk, our first 
witness this morning, if they had considered the problem that is pre- 
sented by Communists trading with other nations and the possibility 
that it might be required for our country to put itself into a position 
to negate the advantages that the Soviets have in operating as a state- 
owned outfit and he was against that, too. He said it would interfere 
with our free enterprise system. 

I am for the free enterprise system as much as anyone, but I wonder 
whether or not we don’t have to reassess the effectiveness of some of 
the things that we do in thiscurrent struggle. 

Now we do have Government corporations. We have the Federal 
Commodity Corporation, we have the TVA, we have all sorts of Gov- 
ernment corporations. They do business in particular areas. Now do 
you think it would be illogical to equip our Government to meet. the 
Soviets, not on a government-to-government basis, when we are dealing 
with the Soviets, but in enabling our people from the diplomatic and 
political standpoint to meet the Soviets when dealing with third na- 
tions. Do you think there is any logic in that? We have had sugges- 
tions here that we have to improve our techniques, that we have to 
sharpen up on everything we are doing to aid our exporters, but 
finally we get down to the proposition where the Soviets—and you 
cited a case or two—move right in with a government-owned outfit 
and for the sole purpose of a political or diplomatic move make trade 
concessions that are highly disadvantageous to us, and are supposed to 
be advantageous tothem. We have no parallel equipment to meet that 
kind of situation. Do you think there 1s any logic in doing that? 

Mr. Pisar. Sir, I think the problem to which you refer is a serious 
one. These people have developed a very efficient system of trade, a 
system which is well suited for economic disruption and a system 
which also provides all the advantages to their traders. 

In reply to your question specifically I think that there is indeed 
logic in the suggestion that in dealing with the United States, these 
countries should be faced by one unified wall, one unified company or 
agency that would equalize the bargaining power between the parties 
and that would put trade on a footing of equality. However, sir- 

Senator Eneie. I wouldn’t suggest that we do that in normal trade 
relationships either with third party nations or anyone else, but only 
to meet, this one particular problem and that is where the Communist 
nations move in and use trade, and their government-owned corpora- 
tions for the sole and explicit purpose of advancing a diplomatic or 
political objective in an isolated area. I can’t think of anything we 
have to match that with, except what we can do through our mutual 
security program. We have no corporation to go out and say, “Well, 
we know where we can get the oil and we will just slug it out with 
them.” It might cost the taxpayers somewhat because you would 
have to pay the difference, I suppose, between the commodity cost: at 
home and what it was being delivered for but in this diplomatic and 
political warfare we are conducting, we are putting up all sorts of 
money anyway and some of it isn’t used in precisely the right places or 








at precisely the right time. We have to monkey around and come 


back here and get an appropriation out of Congress and by then the 
difficulty is all over. 
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I am just inquiring whether or not you think in that isolated area 
there might be some intelligence in adopting some program that would 
make it possible for us to meet them on more equal terms. 

Mr. Pisar. In specific reply to the question you pose, I think that 
such an approach could be efficient and would be logical. But per- 
sonally I am afraid of it. Iam against it for the following reason, if 
I may depart for a moment from the scope of my statement. I am 
looking at the economic struggle which we are likely to have with the 
Communist bloc over the next 10, 20, or 30 years to a time when these 
countries satisfy the basic needs of their poor people and are in a 
position to divert more and more material resources to disrupt mar- 
kets or to create trading problems in various parts of the world. They 
are not able to do it yet—I don’t think they are doing it at the moment, 
but in terms of their ideology, they are certainly committed to doing 
it, and they have as much as said they would do it. They have said: 

What we are really doing here is competing with you in your own backyard. 
This is business and we are ready to compete with you internationally in the 
sphere of business. 

Now, if they do provoke us at very many points in this way and if 
every time, by being provoked diplomatically or economically in order 
to make ourselves fit to meet this contest and to meet this provocation, 
we were to get our Government into the act, we would play into their 
hands politically and ideologically. The difference, the fundamental 
difference between the two ways of doing business, the two ways of 
running an economy, would be obliterated. This is the reason why, 
no matter how logical sometimes this suggestion appears to be, and 
how efficient I feel it could be made, I am afraid of it. 

Senator Eneix. Of course, we have to realize that we are in a very 
different situation than this country has been in heretofore, and the 
basic question which is going to be decided over the next few years is 
whether or not the kind of economic and political system that we have 
and which we support is able to compete internationally with the sys- 
tem which the Soviets have, both economically and politically. 

Many of us have been ready to believe from the time we went to 
grammar school that there was no system in the world that was quite 
equal to ours and as a consequence everybody was bound to—everybody 
else was bound to lose if they got into competition with us, militarily 
or any other way. 

The actual fact is that the duration of our particular form of gov- 
ernment and our particular type of economic system is relatively short 
inthe perspective of history. And actually the system that they have, 
which is a dictatorship, is longer and what we are doing today is 
undertaking to compete with the Soviets and the Communist systems 
around the world. 

I think we just have to drop some old shibboleths and some old ideas 
and be willing to take a fresh and new look at this. 

I wouldn’t for a moment suggest we drop our free enterprise system 
but I would suggest that we might seriously consider equipping our 
Government to be able to compete in the international field tradewise 
or otherwise with the Soviet system. 

I say that only in clarification of the questions I asked. 

Now, you have said—you did come up with an affirmative answer, 


and I like that. You say that you think the most effective way is by 
detailed provisions in treaties. 
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Now, have we any such treaties at the present time ? 

Mr. Pisar. Between the United States —— 

Senator Eneie. And the Communist vountries; yes. 

Mr. Pisar. No; we do not have any such treaties I have in mind at 
this time but other countries have them. 

Senator Eneie. What other countries? 

Mr. Pisar. Canada concluded one last month. France a little 
while back. 

As a matter of fact, today Russia alone has more than 30 treaties, 
bilateral treaties, with non-Communist countries. The number of 
treaties between all the other Communist countries and non-Com- 
munist countries run to more than 200. 

Senator Eneir. Now, do these treaties undertake to do what you 
suggest? That is, set up the ground rules that the Communists would 
be required to live under on the basis of their trade with us? 

Mr. Pisar. These treaties, sir, make an attempt to do so but in my 
opinion and from my observation, they are inadequate. And the 
reason they are inadequate is that Russia has started negotiating 
them with small countries one at a time—Finland, Latvia, Estonia, 
and so on. Their bargaining power enabled them to pick these 
countries off one by one and to develop a type of a treaty practice 
which, even though it affords a certain degree of protection to the 
free enterprise state, is peculiarly suited to the Communist method 
of trading. My own belief is that if a more powerful government, a 
government that has vast economic resources and vast diplomatic in- 
fluence, were to negotiate such treaties with Communist countries, it 
could develop the type of provisions that I have in mind—which 
would insure true equality, true reciprocity, and would equalize all 
these problems, all these disadvantages that arise when you trade 
with the Communist system, today. 

In 1925 the Germans made an attempt to conclude such a treaty 
and they succeeded. Now, that was a remarkable document which 
has accumulated dust and which has not been followed. It contains 
minute provisions which would normally go into a contract between 
the parties themselves. Let me give you one example, sir: Russian 
laws are very often quite different from our laws. Some of them stem 
from the Marxist dogma, that business is theft. One set of pro- 
visions, article 30 I think of the Soviet Civil Code, provides that if 
a contract is concluded against the policy of the law, for example 
with the object of private profit, and results in unjust enrichment to 
one of the parties, all proceeds of the transaction, all the objects of the 
transaction may, under the code, be expropriated by the state. 

Now, this is unheard of in our own law, and I think it would be 
shocking if such provisions were applied in a trade contract between 
an American, a French or ee trader, and a Russian trader. 

The German treaty of 1925 specifically excluded this. It said that 
even if a contract between the parties—because it was concluded in 
Moscow, because deliveries are to be made in Moscow, because pay- 
ment is to be made in Moscow—is governed by Soviet law, this 
expropriating effect of article 30 of the Soviet Civil Code would never 
apply. This is stated directly in the treaty. 

The treaty also provides that arbitration, or disputes will be liti- 
gated in third countries, or by a special panel of arbitrators. 
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Senator Eneie. And not by these Communists ? 

Mr. Pisar. Not by these tribunals of Communist countries. 

But if the parties in the circumstances of their bargaining wish to 
conclude their own contract, if they wish to submit, they are free to do 
so. The treaty doesn’t attempt to interfere with the contractual de- 
sires of the private parties but it puts them on notice of all the 
dangers by establishing ground rules. 

Now, knowing these dangers, keeping them in mind, which busi- 
nessmen normally can’t because they have their own conventional 
habits and customs—knowing these dangers if they still wish to ac- 
cept the terms that the Communist trader offers them, they are free 
to do so. 

Senator Monroney. Would you yield right there? 

Senator Encie. Yes. 

Senator Monroney. Would it not be possible in the trading to have 
some more or less accepted standard contract which would provide 
for third country arbitration and then in dealing with Russia you 
could very easily, and I think they could understand it, have a two- 
price system, (A) a lower price if they accepted a fair arbitration, or 
(B) a higher price if they wished to use our own system. That this 
might be a rather peaceful way of winning them over to the fact that 
we would like neutral country determination in case of conflict. 

Mr. Pisar. Do you mean the contract between actual parties would 
be concluded 

Senator Monroney. That if through our export associations they 
could draw up a rather carefully documented standard bill of sale, 
or bill of terms which would provide for third country arbitration, 
that their prices generally would be lower on this than the additional 
risk which is traditional in commercial transaction—the greater the 
risk the higher the price—if the Russians wished to buy on their own 
terms that it would be a weighted price of 5 percent or something like 
that or greater, for the privilege which they might insist upon to arbi- 
trate the contract in their own way. 

Mr. Pisar. I think that such standard provisions would be very 
effective if private traders could be made to insist on them and follow 
them in a uniform way. 

Senator Monroney. The thing that I would object to, and I think 
you did, was to try to straitjacket our traders. If we had a good 
Yankee ingenuity—and goodness knows we sold wooden nutmegs 
around the world in the early days on clipper ships and we did a lot 
of things that were probably pretty much a roughneck type of trading. 
We were a new country, too. 

We found the quality guarantees and standards of performance 
were the better way. So good business finally dictated we accept these 
standards, but I don’t think we can draw a curtain between ourselves, 
with one-third of the world in the free world market; one-third in the 
Communist market, and one-third independent and neutralize and 
await the settlement of an absolute treaty which would guarantee 
everybody a certain standard of merchandising and selling. I think 
we ought to let our people who are willing to take risks take them on 
Russia’s terms if they want to, but have the advantage of a generally 
agreed to standard selling contract, which is customary in many types 
of our own industry here. 
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You have your standard mortgage arrangements and conditional 
sales contracts and standard financing agreements where it is just a 
regular form recognizable in trade. 

It would seem to me as we approach this we should approach it 
flexibly enough to have one system which we would rather deal on and 
which Russia may later wish to come to, rather than pay the higher 
risk for the dissatisfaction that oceurs when it is arbitrated only in 
Russia. 

Mr. Pisar. Sir, you may be interested in this: In 1957 the Economic 
Commission for Europe, in Geneva, in which the Russians participated 
very actively and where the United States was represented by an ob- 
server, made an attempt to develop standard contracts—not treaties, 
standard contracts—that the parties would accept, in order to intro- 
duce equality into contractual relations in trade. Standard contracts 
were drawn for the sale of agricultural products, for the sale of plant 
equipment. Some of the provisions which have been included in these 
standard contracts and which are available are very interesting. But 
the contracts don’t go far enough. The attempt was made to deal 
with them multilaterally. It was not only an attempt to establish a 
contract, a standard contract beween a Russian company and a French 
company or a Russian company and an English company, but in gen- 
eral what would be the most effective standard terms in wheat, and 
plant equipment. and agricultural products, and so on, with a few 
specific provisions intended for state trading problems which didn’t, 
however, go nearly far enough. But if this could be done with very 
strong bargaining power and very active leadership directly with the 
Russians, with the Communist side, such standard contracts could be 
very, very effective indeed. 

Senator Monroney. But you wouldn’t want to wait and hold trade 
up until such things are agreed to, would you ? 

Mr. Pisar. No. I think trade is going on at the present time. _ It is 
really not fair to say that the Russians are abusing all their advan- 
tages. They have abused it on occasion. They don’t abuse it at all 
unless they have a very strong political motive, like the Suez crisis in 
the Israeli oil case. But trade at the present. time does go on and it 
certainly should not be hampered. But I think, in order to put it ona 
stable, businesslike basis, no time should be lost to discover all these 
peculiar problems, to identify them and to find constructive solutions 
for the future. 

Senator Monroney. But in the long run I think it will be Russia 
who will finally have to discover that decent, honorable, regular trade 
relations will work better in her favor. 

Now I am sure that having lost the manganese market in the United 
States, which was a very profitable export trade for dollar earnings, 
because of discontinuing shipments during the Korean war, they will 
think twice about doing that again because they didn’t disrupt our 
supply. They merely disrupted their own exports. 

Now the Israeli embargo on oil I imagine has had rather serious 
repercussions among small countries, because of this action. 

In other words, the free world has a way of learning of these inter- 
ruptions of trade and these dislocations, where State trading raises a 
peculiar hazard. 





a 


7 ~*~ 4. - 


hr 


—_ wes 


-* a a ee 


= of aia 6 eee) ome at 





FOREIGN COMMERCE STUDY 119 


Egypt today is drifting more independently away from the Commu- 
nist orbit because of the cotton deal. When they dumped back into 
the Egyptian market the long staple cotton that Czechoslovakia got in 
exchange for the Mig and the Ilyushian fighters. 

“Live and learn” is always a pretty good example. Even though 
they might take pride in their present way of trading, that even those 
who have the power find that the long-range results may be better to 
do it in the spirit of mutuality rather than a brutal attempt to dictate 
terms and conditions for others to live by. 

Would you agree that you have seen some progress in the Russian 
attitudes and their trading ? 

Mr. Pisar. Very much so, sir. After the revolution, particularly in 
the 1930’s they made extraordinary blunders in their trade, for ex- 
ample, these claims of immunity in courts in order to deprive private 
traders of an opportunity to litigate. They thought in the beginning 
that they have a new system of total state trading and they might as 
well go and abuse this privilege and make profits to which they were 
not entitled. 

Now this provoked an extraordinary amount of il] will in various 
countries and after a while businessmen became wise to it and refused 
to trade. 

From that time on, it is remarkable how they are trying at every step 
not to appear conspicuous. 

Occasionally I am sure they have a political directive which is 
out of the control of those who do the trade itself. 

As you pointed out, in the Suez conflict, the political factor was 
so overpowering that they decided, “Well, there may be a little ill 
will among businessmen but politics will pay dividends in this case.” 
But by and large they have tried to be highly respectable, highly 
businesslike, and not to repeat mistakes, as these mistakes were pointed 
up in time. 

Senator Monroney. It is harder though, is it not, for a govern- 
ment agency with layers of bureaucracy to correct than it is for 
an individual businessman? When he gets his toes stepped on, he 
feels the pain immediately. It might be a few months or a few 
years before it finally filters up through the layers of bureaucracy 
that this is a policy that is costing them the success that they had hoped 
for in foreign trade. 

Mr. Pisar. Exactly. And if they do something dishonest, there is 
& peculiar stigma. The stigma is on the entire organization. Pri- 
vate businessmen, even large private corporations, make mistakes, and 
if they do something improper it doesn’t reflect on other private cor- 
porations. But if they, the Communist traders, do it and it is pointed 
up in time, it reflects on the entire state and the entire organization 
that does business. So they can be made to behave, particularly now 
when their economic resources are still limited and where in certain 
areas they are dependent on trade. 

Senator Monroney. I don’t wish to take too much time, but in 
your statement you seem to indicate that there is a peculiar thing 
that we are forced to meet in trying to sell to government monopolies. 

Now I presume by that you mean a complete and total government 
monopoly in all lines, because certainly we have had widespread ex- 
perience in selling to the match monopolies in certain countries, the 





120 FOREIGN COMMERCE STUDY 


aviation monopolies, the railroad monopolies, and many types of in- 
dustry which we have long supplied, which have been state organi- 
zations, or owned and controlled by the state although perhaps under 
management that would appear to be private industry. 

This does not necessar ily raise a completely new trading technique, 
does it, excepting as to the rules of the game which are a little bit 
rougher, and you don’t have any Marquis of Queensbury rules you 
might say, that apply to trade with France where their railroads are 
monopolized; their aviation is government monopolized and so on 
through all Western Europe in many lines. 

Mr. Pisar. Senator, I feel personally there is a difference. State 
trading is nothing new. Inthe United States we have TVA and the 
Federal ( ‘ommodity Corporation. It exists in England and it exists 
in Germany and elsewhere. 

I was surprised at a meeting in Rome between lawyers from Com- 
munist countries and from Western countries, in which I was privi- 
leged to participate to discuss these technical, legal problems of East- 
West trade, I was surprised to see a great Italian expert on interna- 
tional trade, Professor Ascarelli, a great jurist, after an American par- 
ticipant made a point, get up and say, “State trading may seem strange 
to you because your economic system is remarkably free, but we in 
Italy have quite a lot of state trading. In fact,” he said, “my estimate 
would be about 30 percent of business in Europe is conducted on a 
state basis.” This is quite true. 

Now I think where we have the difference is this: Where you have 
an Italian car manufacturer or oil supplier that belongs to the state 
or where you have a TVA, it is a company established “by law and it 
is a company that belongs to the state—the government. But it must 
compete in an open market that is separate from the government. It 
must compete on equal terms. It faces competition at every point. 

In a Communist country this not so. There is a complete absence 
of competition. That company has a monopoly in this particular 
product and no one else competes with it. It is this atmosphere of 
the market that establishes the difference between partial state trading 
as we have known it from time to time, and a new method of total and 
complete state trading. 

Senator Monroney. Of course, we are not as free as some people 
think. For example, some of our so-called independent monopolies 
like TVA can kick up quite a political controversy sometimes, if Great 
Britain, as they did very recently, underbid our American manufac- 
turers on generators for TVA steam plants. This raised quite a dif- 
ference between the free traders. 

A private utility would have been freely able to buy without aues- 
tion whatever manufacture of generators they chose from around the 
world. However, it becomes a matter of political cognizance at least 
when some state-supported institution or corporation enjoys it. 

It is going on now with the Panama Canal in the purchase of 
Jananese locomotives. 

It would seem to me that state trading or state corporations have 
some disadvantage that private trading does not have. You have a 
freedom there to accept the best and the quality that you wish and 
make your decision without reference to political repercussions. 
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Mr. Pisar. If you will permit me to make here just one more brief 
comment: There can be remarkable inefficiencies in state trading. 
The Russian export-import companies that have monopolies in spe- 
cific ranges of products, such as the one which sells and buys petro- 
leum products, or the one which buys and sells machines. They act 
as brokers. When a Russian plant needs a machine for the manufac- 
ture of textiles, for example, it can’t go directly on the foreign market 
and buy it. 

It has to apply to this export-import company. This company 
takes the order, shops around for the machinery abroad. When it 
finds it, it delivers the machine. There are many cases reported in the 
Soviet press where a Russian plant has applied for an urgently 
needed machine in Germany and the machine was delivered after it 
had gone out of fashion and had been superseded by more modern 
inventions. This happens quite often because of their extraordinary 
centralization of trade. 

Senator Eneie. Thank you very much, Mr. Pisar for your excel- 
lent and illuminating statement. Let the record show that Mr. Pisar 
was accompanied to the witness stand by Mr. Alan Hays who is a 
senior partner in the law firm to which Mr. Pisar belongs. 

‘The next witness is Mr. Franklyn D. Holzman, professor, Univer- 
sity of Washington, Seattle, Wash. 


STATEMENT OF FRANKLYN D. HOLZMAN, PROFESSOR, UNIVERSITY 
OF WASHINGTON, SEATTLE, WASH. 


Mr. Hotzman. I am going to confine my remarks to Soviet trading 
policies and practices though much of what I have to say is appli- 
cable to the bloc nations of Eastern Europe and to mainland China. 

I think it is worth pointing out to begin with that the role of foreign 
trade, as envisioned and practiced by Soviet planners, differs in a 
most fundamental respect from Western practice and policy and that 
an understanding of this policy is useful in interpreting current de- 
velopments. 

Western economists generally have been agreed that expansion of 
foreign trade means expansion of welfare for all nations involved be- 
cause of the gains from greater specialization which result. Free and 
unlimited trade conducted by private individuals and organizations 
has always been the goal of Western nations, despite the fact that this 
goal has often been sacrificed because of balance-of- -payments dis- 
equilibrium, to protect certain domestic industries in response to 
pressure groups, for military reasons, and so forth. 

In contradistinction, Soviet trade policy, at least until 1948, was 
one of autarchy or self-sufficiency. Engage in trade only where it is 
absolutely necessary. And if trade is essential, try to use it as an in- 
strument of achieving even greater self-sufficiency. Thus, more than 
one-half of Soviet imports in the early thirties were in the form of 
machinery and machine tools which a few years later rendered the So- 
viets independent of world markets for a wide range of commodities 
which previously had to be imported. As a result of pursuing this 
policy, Soviet. imports, which had amounted to 3 or 4 percent of 
GNP in 1913, had fallen to 114 percent in 1928 and to one-half of 1 
percent in 1937. This is probably the smallest ratio of imports to in- 
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come of any nation over the past century. While the lowness of the 

-atio is partly a reflection of the large size of the Soviet U nion and 
its rich resource endowment, for this reason the U.S. ratio is also 
low—but not this low—it also does reflect an autarchic trade policy. 

There are two basic reasons why the Soviets chose a policy of 
autarchy. 

First, the obvious military reason: The Soviets want to be as self- 
sufficient as possible so that in the event of war they will not be cut off 
from any essential materials. 

The second reason relates to the nature of a planned economy. 
Planning for a whole economy is a very complex matter. Planners 
like to have control over as many of the economic variables as possible. 
Because of the interrelatedness of separate sectors of the economy, an 
error in any sector can reverberate through the system to multiply 
many times the damage of the original error. 

While there is no reason to believe that domestic economic fumbling 
in the “thirties” didn’t cause as much damage as could conceivably 
have been caused by foreign trade supply difficulties, it was natural 
for the planners to want to avoid the uncertainties of the world 
market. 

As you all no doubt know, Soviet policy of self-sufficiency has been 
relaxed since the end of World War II—or at least the cone ept has 
been extended to include the bloc nations. Trade with nations in the 
bloc has expanded rapidly and at present, as a consequence, total So- 
viet trade amounts to about 2 percent of GNP in comparison with the 
one-half of 1 percent of 1937. In volume terms, trade has increased 
sixfold since 1937. 

Trade with Western nations had also expanded in recent years. In 
particular, trade with the underdeveloped nations of Asia, Africa, 
and South America is undergoing a rapid expansion. According toa 
recent statement. by the Soviet Minister of Foreign Trade, the volume 
of trade with these nations increased eightfold from 1953 to 1959. 

I think the original stimulus for the Soviet economic offensive in 
the underdeveloped areas may well have been primarily economic. 
Since 1948 the Soviet bloc nations have been attempting to integrate 
their production and trade. The major emphasis in each individual 
country has been to industrialize as rapidly as possible. Domestic 
productive efforts have been concentrated on building machines and 
equipment to the neglect of output of raw materials to be fed into these 
machines. Each nation has assumed that it will obtain raw materials 
from its bloc partners. The result has been a serious raw material 
shortage within the bloc. It has been natural, therefore, for these na- 
tions to seek to alleviate these shortages outside of the bloc par- 
ticularly in the raw material producing underdeveloped nations and 
this they have done. 

Obviously the Soviets were interested from the very beginning in 
courting, politically, the underdeveloped nations. Since 1954, the 
economic and political motives have admirably reinforced each other 
and led to a pattern of trade and aid which is now generally familiar 
to everyone and need not be elaborated here. It is also hardly neces- 
sary any more to spell out just how Soviet. trade with and aid to the 
underdeveloped nations is a threat to us. 
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Briefly, the more the underdeveloped nations come to depend on 
the Soviet bloc (1) for sales of raw material surpluses, (2) for sup- 
jlies of machinery and equipment and technical aid to facilitate in- 
ustrialization, and (3) for cheap credits to supplement domestic sav- 
ings and to help finance their imports, the easier it will be for the 
Soviets to exert political pressures on these nations should the oc- 
casion arise. Soviet trade with these nations also poses something of 
an economic threat to the extent that American exporters are out- 
competed for markets. But this threat would seem to constitute just 
a minor facet of our more general balance-of-payments problem 
today. 

The biggest threat posed by the Soviet Union vis-a-vis the under- 
developed areas is in the role of a system which can generate more 
rapid growth than the free enterprise competitive model. But this is 
not the proper place to pursue this subject. 

Soviet trade with the Western industrial nations has also increased 
fairly rapidly in recent years—almost threefold since 1953. But it is 
still very small—in 1957, Sino-Soviet bloc trade with Western indus- 
trial nations amounted to less than 3 percent of the trade of these 
latter nations. While the Soviets have, to a considerable extent, fore- 
gone their policy of autarchy within the bloc—the bloc now con-. 
stituting a tightly knit political entity—and to a lesser extent with 
the underdeveloped nations, I think that they will continue unwilling 
to relax their trading inhibitions with the industrial nations of 
Europe and North America. They will not allow themselves to be- 
come dependent on potentially enemy nations for important commod- 
ities. Trade is expanding sharply only because it has been kept by 
governmental restrictions at can abnormally low levels since the end 
of the war. 

The Soviets will be anxious to import from us to meet temporary 
shortages or bottlenecks, as, for example, the case of oil pipeline, or 
types of machinery and equipment which embody new technological 
evelopments, or machinery and equipment which will make them 
more self-sufficient in the future, the case of chemical and plastic fac- 
tories. The only area in which they might be unafraid to expand 
imports from the West on a large scale would be consumers’ goods. 

s for exports to the West, undoubtedly we will experience for 
some time further incursions of Russian goods on our eas What 
is Soviet motivation for increasing exports to the industrial countries 
of the West? I think their primary motive is to earn hard currencies. 

They need hard currencies to pay for imports from us as well as to 
finance import surpluses from some of the underdeveloped nations. 
That they have been short of hard currency reserves is clearly indi- 
cated by the fact that they have sold about a billion dollars worth of 
gold since 1953. This probably represents most, if not all, of their 
current output of the period. The dramatic sales of aluminum and 
tin on sterling markets in 1958 was undoubtedly also motivated by : 
need to strengthen their hard currency reserve position and was not 
designed, as many have argued, to disrupt world markets. 

This brings me to the question of “dumping” on which I would like 
to say a few words before giving way to the next speaker. The 
Soviets have been chronically accused of dumping on world markets:. 
In the early thirties it was grain; more recently it has been tin, alu- 
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minum, scientific teaching equipment, etc. In the case of aluminum 
and tin, they have been accused, as I already mentioned, of trying to 
disrupt Western markets. 

The question of Soviet dumping is likely to be a serious one in the 
near future as the Soviets expand trade with the West because of the 
particular institutional setting under which the Soviets conduct inter- 
national trade. Dumping is usually defined as either (1) selling 
abroad at below domestic prices, (2) selling abroad at below domestic 
costs, or (3) selling to one country at a lower price than to another. 
If a nation sells to another at below world prices, this is often taken 
as circumstantial evidence of dumping—this was the case of alu- 
minum and tin. | 

While these definitions may be applicable in the case of capitalist 
nations, they are not readily applicable to Soviet exports, nor to those 
of most of the other Eastern European nations. This is because the 
exchange rates of most of these nations are overvalued relative to 
Western countries 2nd in order to export, they must sell at below 
domestic price and cost. This is easily managed because foreign trade 
is nationalized and run by a State monopoly. Subsidies are auto- 
matically disbursed to trade organizations to cover losses incurred 
in exporting. The losses, however, are not real losses, and the dump- 
ing, therefore, not real dumping because the ruble is equally over- 
valued for imports. 

In other words, while it is true that the Soviets export at below cost 
prices, they are able to import at an equally large percentage below 
cost. Trade conducted by private exporters and importers could not 
long survive with such overvalued exchange rate—exports would dry 
up. But a foreign trade monopoly which controls both exports and 
imports can balance “money” losses on exports against “money” gains 
on imports and end up with an overall real profit. 

The Soviets would only be dumping in the true sense of that word 
if the domestic value of goods imported from foreign exchange earn- 
ings were less than the domestic value of exports required to earn the 
foreign exchange. 

Perhaps a few examples would clarify this point. 

In 1956 the Soviets exported caustic soda to Iran for approximately 
400 rubles a metric ton. , The wholesale price of caustic soda in the 
Soviet Union was then 1,100 rubles. At the same time, however, they 
imported lead for 1,500 rubles a metric ton. The domestic price of 
lead was then 7,000 rubles. 

In other words, they took a loss on caustic soda in exchange for a 
profit on lead. Another example: In 1956 the Soviets exported crude 
aluminum to Czechoslovakia for 1,800 rubles a metric ton against a 
domestic price of 4,800 rubles. But they imported calcium carbide for 
375 rubles against a domestic price of 800 rubles. There they traded a 
loss on aluminum for a profit on calcium carbide. 

Much of this apparent dumping would be eliminated if the Soviets 
devalued the ruble from its present rate of 4 to the dollar to, say, 6 or 
7 to the dollar. A rate of around 7 rubles to the dollar would, in my 
opinion, roughly equalize the domestic wholesale prices of most Soviet 
producers’ goods and raw material exports with world prices. Any 
attempt to decide whether or not the Soviets are dumping by compari- 
son of Soviet domestic and export prices must, in fairness, allow for 
the fact that the ruble is presently substantially overvalued. 
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Recent examples of Soviet exports at below world prices are hardly 
dependable evidence of dumping in the true sense of selling at below 
domestic price or cost. They may represent higher productivity in 
certain lines, for example, in the production of scientific school equip- 
ment, or an attempt to secure a share of an established market which I 
think was their motivation in the case of aluminum and tin, or as 
some have contended, a try at disrupting capitalist markets. A 
charge of dumping might be leveled at the Soviets in the latter two 
cases but it could not be legitimately sustained unless one could dem- 
onstrate that they were selling below cost after allowing for ruble 
overvaluation. In most instances, the evidence would not support 
such a charge. 

Senator Monronry. Thank you very much, Dr. Holzman. 

Didn’t I see the other day in the paper that the Soviets are going 
to put out a heavy ruble which would be 1 ruble instead of 10 and was 
supposed to correspond rather generally to the value of our dollar? 

Mr. Horzman. I read over a neighbor’s shoulder this morning a. 
report of that in the New York Times, so I don’t have the full story. 
The idea you conveyed was the idea 1 got from the newspaper. 

Now, I can’t understand why they are revaluing the ruble to the 
extent of 1 to the dollar rather than 4 to the dollar as in the present 
case, or 10 to the dollar in the case of consumer goods, 

The Soviet ruble is overvalued, but if they change the ruble valua- 
tion internally to that extent, then the ruble would be undervalued 

Senator Monronry. What is the intourist rate ? 

‘Mr. Hoizman. The intourist rate is 10 rubles to the dollar. 

You see, typically if they wanted to change the value of the ruble 
or if any country wanted to change the value of its currency what it 
usually does is change its exchange rate. They apparently, if this 
report is correct, do not want to suffer the prestige blow that devalu- 
ing the ruble would involve so that what they seem to be doing is 
scaling down all prices and wages within the country itself as a sub- 
stitute for devaluing the external ruble. But I can’t understand why 
they are going so far as they are going because this will leave the ruble 
very much undervalued, and since the trend in the Soviet Union as 
compared with other countries is for the prices to be declining over 
time, whereas in most capitalist countries prices are rising, what this 
means is that over time it will be more and more undervalued. 

Senator Monronry. They seem to be following the policy of France. 
You still get the old franc and the new one and prices are pretty much 
thesame. They drop the last two ciphers on the franc note. I assume 
this would be the case in the new style of heavy ruble. 

Mr. Hotzman. I don’t know what happened in the case of the 
franc so I couldn’t comment. 

Senator Monroney. I expected to see a big change in prices and 
they use the two interchangeably. You get half in the old franc and 
half in the new and prices seem to be about stable. The convenience 
apparently is to simplify the numerical number of francs that you 
have and yet the value of the heavy franc remains the same as 10 of 
the old francs. 

Mr. Hotzman. I might add if and when the Soviets do revalue, as 
they say, this won’t necessarily make any change in their foreign 
trade. The foreign trade is not governed by the domestic price in 
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any sense of the word because of all of the controls they use in han- 
dling their trade. 

Senator Monroney. Is the ruble quoted about 7 rubles to the dollar 
now on the New York Stock Exchange or is it listed ? 

Mr. Horzman. I doubt that it is listed. If it were listed, I would 
guess it would be listed at a much higher rate. 

Senator Monroney. You mean more nearly approach the 10 to 1? 

Mr. Houzman. Ten to one or twenty to one or something like that. 

Whenever you have narrow little foreign exchange markets for the 
currencies of countries which control their currencies, typically these 
currencies are sold at tremendous discounts. 

For example, if you go to Poland or any of the satellite countries, 
you can buy rubles very, very cheaply. I would guess if you bought 
them in any Western country you could also get them very cheaply. 

Senator Monronery. All of these Iron Curtain countries have a 
tourist rate and a local rate. You get a lot more zlotys on the tourist 
rate than you will for the local people which make the cost to local 
people seem abnormally high; the cost of living, but not so for the 
tourists. 

Mr. Hourzman. That is right. 

One thing I would like to suggest is that I think it is possible if we 
were to, let us say, want to apply the antidumping rule in the case 
of Soviet trade—lI think it is possible; and I have done some work on 
this—to estimate roughly what the correct value of the ruble is. 

There are figures on domestic costs and prices. There are figures 
on export costs and prices and what one can do is get an average rate 
of exchange from comparing domestic costs and prices with export 
costs and prices—export unit values. There are difficulties in this and 
you cannot get something you will be absolutely confident of but in 
no case is it correctly valued in a country. 

Once you determine what should be the value of the ruble, then you 
can compare any particular export price, using this new valuation 
and figure out whether or not they have sold below cost. 

Now, I think it would be possible for a government organization to 
collect data of this sort, pall an estimate of the correct value of the 
ruble and use this possibly to apply in case of charges of dumping. 

Senator Monroney. I would be inclined to think you would have 
to approach it from the other end. That you would have to look 
at the product. Look at the pound of aluminum or tin or lead and 
try to figure out if the price on the world market is 15 cents and they 
are selling it for 7, I think you will have to assume they will have the 
advantages entailed in producing it that much below the world mar- 
ket. Therefore, rather than convert back into rubles which are de- 
ceptive at best because of the state trading and the lack of sales 
expense and the absorption of depreciation and cost of borrowed 
money and various things of that kind that do not necessarily run 
against their production, I think you have always an unknown equa- 
tion as to what their actual costs are when from the beginning of 
the line to the end of the line everything is a part of the state monoply. 

Mr. Horzman. I think that you are underestimating the usefulness 
of looking at their cost figures. It is true that their costs don’t rep- 
resent costs as we think of them. They don’t have as much of the 
depreciation element, for example. They understate their deprecia- 
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tion and they don’t have the cost of borrowing capital but the total 
cost of any product is only very slightly lowered by not including 
these items. 

Senator Monronery. How about income taxes? Fifty-one percent 
of the corporation’s profits are taken in income taxes in this country, 
which has a tendency to push prices up for the necessary coverage of 
the tax item, and yet there would be no tax of such nature run against 
the Communists in their reconstruction of the price, would there? 

Mr. Hotzman. Well, they usually have a profits item which is in- 
cluded in that cost and part of that profit is taken in a so-called tax 
although it is not much more than a transfer—let’s say if our post 
office made a profit it would be like the transfer of that profit over 
to the budget. 

But I think their costs, their cost accounts, they can be used—not 
in all cases—in the case of petroleum products, for example, they have 
a huge sales factor which is probably twice as large per ton of petrol- 
eum, in cost, as the cost of extracting the petroleum. 

In most part the commodities reflect costs as they see it. That is 
without the cost of capital, without depreciation. 

Senator Monroney. I have a few questions, Doctor, that have been 
suggested by the staff. 

From your study of the political and economic motivations of the 
Soviet Union, in your judgment, would you say the interests of the 
Soviet Union in expanding trade outside the bloc can be attributed 
more to their economic interests or to their political interests ? 

Mr. Houzman. I think that in their trade with the underdeveloped 
countries they have both economic and political interests and that 
these interests coincide. I think the original stimulus for trade with 
the underdeveloped countries came when the bloc countries attempted 
to integrate their production and trade. 

They had a policy within the bloc not to trade on the basis of what 
you might call comparative—static comparative advantage, but if 
each country industrializing, regardless of what its native endowment 
in resources was, and then developing trade on the basis of a bunch of 
countries mutually industrialized and then trading in whatever was 
left over—well, around 1954 they discovered they were all building 
productive structures in their economies but none of them were devel- 
oping the raw materials so that they had terrible raw material short- 
ages within the bloc. 

This first came to light in the meetings of the Council for Mutual 
Economic Assistance of the Soviets in 1954. 

Now, this was also the time when the aid and trade with the under- 
developed areas began. I think they were always interested in court- 
ing the underdeveloped areas, but at this point trade with them—the 
political and the economic motivations coincided and a very strong 
trade and aid program developed. 

As far as trade with the West goes, my guess is that it is almost 
entirely economic, I don’t think that they have any political motiva- 
tions at all, or very little. 

Senator Monronry. And perhaps for the purpose of earning for- 
eign currency that would be useful in raw material supplies from non- 
bloc countries ? 

Mr. Hotzman. They want hard currencies for two reasons. 


128 FOREIGN COMMERCE STUDY 


1. To import some of the things they need to meet bottlenecks that 
they can get in Western countries, and 

2. To finance imports of raw materials—import surpluses of raw 
materials from some of the underdeveloped countries like Malaya, 
Australia, and countries with whom they typically have an import 
surplus. 

T think their need for hard currencies is dramatically attested to by 
the large amount of gold which they have been selling in the world 
markets which has amounted to about a billion dollars worth since 
1953 and I don’t think that they would be so anxious—I think they 
would like to hang on to the gold and when they sell it I think it dem- 
onstrates they need hard currencies. 

Senator Monroney. I don’t suppose you have any idea how much 
gold reserves they have ? 

Mr. Houzman. I don’t know. I don’t think anyone knows. 

Senator Monroney. It is not published, of course, and it is not 
made part of any record and their entrance into the World Bank, as 
I understand it, the Monetary Fund, was prohibited because they re- 
fused to reveal the extent of their gold holdings. 

Mr. Houtzman. A company in England estimates they have $10 bil- 
lion worth. I personally think that 1s probably high, but I don’t have 
any idea what they are producing or what their stock is or their cur- 
rent production. 

Senator Monroney. The ruble doesn’t move freely in world com- 
merce, does it? 

Mr. Hotzman. No, it doesn’t. 

Senator Monroney. It is almost nonconvertible ? 

Mr. Hotzman. It is nonconvertible. 

Senator Monroney. Therefore, if they wish to take advantage of the 
lowest possible market prices on raw materials, or on machine tools 
and other things, that have to be bought outside the bloc countries, 
then having no recourse to a pool of foreign exchange of convertible 
currencies then they must of necessity export gold. 

Mr. Houzman. Right. 

Senator Monronery. Whereas, with a small gold reserve of $18 or 
$19 billion, we can support trade of many billions of dollars, because 
we are on the gold standard, the world knows that we have to make 
good on any claim on gold for our outstanding currencies and there- 
fore we are able to maximize our gold use while they are not. 

Mr. Hotzman. That is right. 

Incidentally, they have used gold also to make loans to members of 
the bloc countries. They have made what they call gold loans. This 
is one of the wonderful features of flexibility in having a gold stock 
around. It gives you political power in terms of economic power. 

Senator Monroney. But even so, even with a good gold reserve com- 
oh to the rest of the world they still haven’t established converti- 

ility in the world market ? 

Mr. Hotzman. Their currency is not convertible. 

It is possible after they have revalued all their internal wages and 
prices and their currency then becomes worth much more than any 
other currency, that they might establish convertibility but I per- 
sonally doubt it. 
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Senator Monronry. Thank you very much, Doctor. We appre- 
ciate your coming here and giving us the benefit of your studies in this 
matter. 

Mr. Houzman. It was a pleasure to testify. 

Senator Monroney. Our next witness is Mr. Joseph Berliner, asso- 
ciate professor of economics, Syracuse University. 

Dr. Berliner, we are happy to have you here and appreciate your 
taking your time to come down and give us and our staff your views 
and thinking in this matter. 


STATEMENT OF JOSEPH S. BERLINER, ASSOCIATE PROFESSOR OF 
ECONOMICS, SYRACUSE UNIVERSITY 


Mr. Berurner. It is a pleasure to appear here and to be able to 
testify before the committee. 

I am aware of the pressure of time and I like to talk as much as the 
next fellow. My paper is indeed a summary but I think I can sum- 
marize it yet further if you should wish. 

Senator Monronry. Well, I would rather you would give us any- 
thing you feel we should have in this and we will include the entire 
statement and you — feel free to summarize or to emphasize any 
points which you would care to discuss. 


The same treatment would be done on the previous witness’ testi- 
mony. 
(The prepared statement of Mr. Berliner is as follows :) 


ECONOMICS AND PoLitics IN Soviet Bioc TRADE 


(By Joseph 8S. Berliner, the Maxwell Graduate School of Citizenship and Public 
Affairs, Syracuse University ) 


Nations enter into economic intercourse with each other in three ways: as 
merchants, as capitalists, and as philanthropists. Since the death of Stalin, the 
Soviet bloc has expanded its economic relations with the rest of the world in 
all three capacities, though in rather different proportions. As philanthropist 
its role has been extremely modest. Except for its contributions to United Na- 
tions agencies, and ceremonial gifts here and there, the Soviet bloc has given 
very little away to other countries. In contrast to the huge volume of free 
grants in the U.S. foreign aid programs, the Soviet role as international philan- 
thropist has been miniscule. It is rather interesting that the Soviet bloc’s most 
dramatic appearance in world economic intercourse has been not as intern- 
national philanthropist but rather as international capitalist. The $2 billion- 
odd of Soviet bloc economic assistance has consisted almost exclusively of in- 
terest-bearing loans. The emergence of the Soviet bloc as international capitalist 
is something new; by contrast, the countries of the Soviet bloc have always 
played the role of merchant trader. In the years following World War II the 
proportion of bloc trade with the rest of the world declined steadily, due in 
part to Stalin’s devotion to the principle of autarchy, and in part to Western 
embargoes on trade in strategic goods. Since 1953, the proportion of bloc trade 
with the rest of the world has increased steadily, but it is important to note that 
much of this increase has done little more than regain the ground lost in Stalin’s 
declining years. In 1947 the bloc accounted for 3.4 percent of free world trade. 
In 1953 it had fallen to 2 percent. The sharp rise since 1953 had brought it up to 
8.1 percent in the first half of 1958, less than in 1947. Thus the so-called trade 
offensive ought to be viewed thus far as the regaining of lost ground, rather 
than the securing of new positions of importance in free world trade. 

The resurgence of bloc trade has been a voluntary process. It has occurred 
because the bloc countries have wished to sell and buy abroad, and because 
other countries have wished to buy from and sell to the bloc. The question I 
should like to explore is the motivations for the bloe countries and their trad- 
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ing partners to expand trade. Considerations of motives may help clarify the 
matter of what, if anything, we have to fear from this trade, and what, if any- 
thing we ought therefore do about it. 

Among the many pithy pronouncements to which Mr. Khrushchev has been 
wont to treat the world press, is the often-quoted remark that the U.S.S.R. values 
trade least of all for economic reasons and most of all for political reasons. The 
remark is candid and revealing, but it has misled some people into believing 
that all Soviet foreign economic policy is political in motivation. This view 
has led to a misinterpretation of the significance of certain Soviet actions. The 
fact is that the Soviet bloc is not immune from economic problems, and that 
some of these purely economic problems can be at least partially solved by for- 
eign trading measures. For example, the U.S.S.R. like any economy, can enjoy 
considerable economic gain by importing certain types of products rather than 
attempting to produce domestically everything it requires. And like every 
economy, it must pay for its imports by exporting something. There are very 
few commodities it could export which would not be competitive with some other 
countries’ exports. If it were not aluminum, or tin, or lumber products or 
petroleum, it would have to be something else. 

Consider now the position of the Soviet foreign trade officials, placing orders 
for imports at a rapid rate, and finding an understandable world resistance 
to the acceptance of their exports. One symptom of the problem has been the 
outfiow of gold, a symptom which, I dare say, this committee will recognize as a 
not unfamiliar source of consternation. Indeed, the hearings of the past few 
weeks entitled “Measures To Expand U.S. Exports” surely bear some relation to 
the problem of our gold outflow. It is highly likely that in the past few years 
equivalent Soviet committees have been conducting a Communist version of hear- 
ings on “Measures To Expand Soviet Exports.” But how is a Communist trade 
negotiator to persuade a capitalist businessman to give up his former tried-and- 
tested sources of supply and shift over to the uncertain future of Soviet benzene 
or aluminum exports? Certainly one way to do it is to make the price attractive. 
I submit that this is a plausible interpretation of recent Soviet export practices 
that have been widely interpreted as attempts to upset capitalist markets. 

To the extent that the problems caused by the Soviet bloc trade expansion 
are of this kind, one solution is to persuade the bloc countries to abide by in- 
ternational agreements designed to modify fluctuations in world prices. To be 
sure, they are not likely to consent unless such agreements are to their ad- 
vantage. There is, however, ample evidence that the Soviet leaders are not in 
principle opposed to such agreements. When Soviet tin sales caused a sharp 
drop in tin prices, whatever incidental glee this may have provided the Com- 
munist policy planners was surely offset by the indignant outcries from such 
countries as Indonesia, Malaya, Thailand, and Bolivia, countries whose friend- 
ship, the U.S.S.R. was assiduously courting at the time. Indeed, the Soviets 
subsequently agreed that in the future they would cooperate with the Interna- 
tional Tin Agreement in attempting to accommodate their tin exports with a 
minimum of upset in the world market. More recently, they have agreed to 
market their diamonds through the De Beers group: the ghost of Lenin may 
walk the Kremlin tower in protest, but in the Kremlin councils economic judg- 
ment prevailed. 

My thesis, then, is that there is a range of Soviet economic activities that may 
be properly construed as the bungling efforts of a rising industrial power to take 
legitimate advantage of the gains from international trade. We can react in 
two ways. One is to try to cut them out of the international trade club, to view 
every Soviet economic gain as a nail in the coffin of freedom, and to strive by 
persuasion and pressure to keep the bloc trade expansion down to the smallest 
levels possible. Or, we can recognize that the Soviet Union is here to stay, that 
it has the right and the power to trade in pursuit of its economic interests, and 
that her longrun economic interests can often be better served by international 
cooperation than by economic aggression. I have no illusions that sweetness 
and light will quickly prevail. If the capitalist countries themselves, with 
similar economic systems and ideologies, have taken so long to understand the 
self-defeating property of such economic aggression as beggar-my-neighbor pol- 
icies, it is not to be expected that a Communist ideological and economic system 
will more rapidly see the wisdom of economic cooperation. Nevertheless, the 
latter approach suggests a positive course for finding solutions of mutual benefit, 
whereas the first approach of trying to bottle the Soviets up must lead to per- 
petual conflict, not only with the bloc but with our allies as well, and with 
little likelihood of success. 
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My remarks thus far have been based on the assumption that certain Soviet 
bloc foreign economic policies are based on purely economic motivations and 
ought to be evaluated and coped with in primarily economic terms. I turn now 
to the political motivations of their foreign economic policies. 

A politically motivated trade deal is one in which the Soviets sell, buy or lend 
to another country not primarily because of economic gains (though such gains 
may be made) but because of the wish to secure some political objective. While 
the precise political goals vary from instance to instance, we might classify po- 
litical objectives into two groups; first, those designed to create a generalized 
good will toward the Communist world as the basis for influencing the domestic 
and foreign policies of the target country in directions desired by the U.S.S.R.; 
and second, those designed to make the trading partner so dependent economi- 
eally that the threat of the cessation of economic relations can force her to ac- 
cede against her will to the wishes of the U.S.S.R. 

In economic relations among equals freely entered into, there is no particular 
good will to be expected from trade. Both nations benefit and do not think of 
the other as the object of any special gratitude. But when a nation is suffering 
from economic distress, the offer by a second nation to engage in economic rela- 
tions that might relieve the distress does provide the basis for the reaping of a 
considerable amount of good will. Thus, in ordinary times Soviet offers to trade 
with Great Britain would not stir up very much excitement. But in a period of 
depression the same offer would lay the groundwork for a considerable flourish- 
ing of good will. Indeed, even in a period of prosperity, if some unemployment 
existed in weak industries such as textiles or coal, a dramatic Soviet offer to 
purchase large quantities of those commodities would also be greeted with 
warmth and friendship. 

Now as one looks over the pattern of Soviet bloe trade expansion in the 
past half decade, and asks where has that expansion been treated as a matter 
of course, and where has it been greeted as an act of special friendship, one 
would find that the countries falling into the latter class are those involved in 
some measure of economic distress. Iceland, for example, warmly welcomed 
large-scale purchases of her fish after she lost her British market in the con- 
flict over fishing rights. Burma was overjoyed at the Soviet agreement to pur- 
chase her rice because of the catastrophic fall in the world price of her main 
export crop. Indeed, the goodwill gained by the U.S.S.R. as a result of her 
development credits to underdeveloped countries is a reflection of the state 
of economic distress in which those unfortunate lands still find themselves. 

Thus, the political leverage that the U.S.S.R. can gain from trade and aid 
depends on the magnitude of economic distress prevailing in the free world. And 
here, I submit, is the cancer which the surgery of U.S. policy must strive to re- 
move. There is no economic condition better calculated to throw a nation one 
day into the waiting arms of Soviet political traders than the single-commodity 
economy of so many of the underdeveloped countries. Sugar in Cuba, coffee in 
Brazil, tin in Bolivia, rice in Burma; we can predict with an uncomfortable 
degree of accuracy, that as each of these commodities falls upon hard times, 
the corresponding countries will quickly be the destination of teams of Soviet 
bloc negotiators. Therefore an objective of U.S. policy must be the vigorous 
promotion and support of techniques of international cooperation designed to 
eliminate the effects of sharp price fluctuations for the exports of the single- 
crop countries. But this is a temporary expedient. The longrun objective 
must be to eliminate the condition of dependence on a single export, by diversifi- 
cation of economic activity. In short, like so many other roads, this one too 
leads back to the promotion of economic development in the poorer countries 
of the world as the means of weakening the foreign influence of Soviet policy. 
It would be a counsel of despair to search for ways of trying to prevent other 
nations from trading with the Soviet bloc. It is the counsel of confidence and 
strength to search for ways of promoting the economic vitality of the free world 
so that they can trade with the bloc, but from a position of equality rather than 
distress. 

But the problem of good will acquired through distress is the lesser of the 
potential dangers from the expansion of Soviet bloc trade. The more serious 
problem is that a blackmail: of the possibility that nations which have become 
heavily involved in economic relations with the bloc may become so dependent 
as to be unable to resist Communist pressure to adopt, against their will, domestic 
and foreign policies dictated by the U.S.S.R. There is no doubt that such actions 
would commend themselves to Soviet leaders if the chance of success were high 
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enough. There are, however, three factors which weaken the effectiveness of 
this serious threat. The first is that the Communist leaders are not likely to 
use this technique lightly. Their repeated protestations that Soviet economic 
aid and trade carries no political strings, reflects their awareness that the 
countries of Asia, Africa, and Latin America are fully aware of the potential 
danger of Soviet subversive traditions. One juicy scandal involving the overt 
use of economic aid or trade as methods of subversion or blackmail would undo 
much of the carefully built-up good will accumulated in the past several years. 
which the Communists are not likely to cast lightly away. There has, indeed, 
been only one major instance of the use of economic sanctions by the U.S.S.R. in 
the unilateral cancellation of the credit agreements with Yugoslavia. Now 
Yugoslavia was at the time the single largest partner in Soviet credit agree 
ments, and the fact that the attempt at economic blackmail was unsuccessful 
points to the second of the great forces on the side of freedom, namely the in- 
tense spirit of independence and nationalism. I think we often exaggerate the 
power of economic pressure in contrast to political. The spirit of independence 
and nationalism in the underdeveloped countries of the world is such that they 
would be willing to suffer catastrophic economic loss rather than surrender 
their hardwon and new sovereignty. There is little doubt that if the Russians 
should say to Mr. Nasser, “you had better do as we say or we’ll take back our 
dam,” they would be presented with a very swift invitation to “take your damn 
dam and go home.” 

I do not wish to imply that there is no danger of Communist subversion in 
the politically restless areas of the world. My point is rather that if it comes, it 
will come primarily through military and politcial power, and not by economic 
power. 

Finally, there is the happy fact that Soviet leverage in applying an economic 
squeeze play depends not only on what they do. It depends very much on what 
we do. Were we to adopt a policy of condemning those who trade with Com- 
munists and accept their credits, we should greatly increase their vulnerability 
to blackmail and strengthen the Communist hand. Were we, on the contrary, to 
continue our own policy of aid and trade, to remain there as adviser and as 
builder of free institutions, and to lend a strong hand of succor to any nation 
threatened by Soviet economic sanctions (precisely as we did in the case of 
Yugoslavia), then we can utterly frustrate the engineer of blackmail. 

Summarizing my remarks, we could not succeed, and therefore we ought not 
strive, to bar the Soviet bloc from the gains of legitimate economic intercourse 
with the free world. While we must obviously keep a watchful eye on Soviet 
foreign economic policy, it is not there that our great effort ought to be focused. 
Our morbid preoccupation with what the Russians are doing unhappily gives 
them the initiative and keeps up from doing what we should be doing. We 
must lead from strength, and we have two powerful sources of strength: our 
great national wealth, and our message of freedom. If we use these wisely and 
generously, if we succeed in forging a world in which free men need not turn 
to communism out of desperation born of poverty, then Communist trade would 
be nothing to fear. But if we fail in that purpose, then Communist trade would 
be the least of what we have to fear. 


Mr. Berurner. Mr. Chairman, the principal point in the first of my 
statement that while Soviet trade has increased sharply since 1953, one 
must not forget that trade had also fallen sharply since 1947. So 
when we think of the Soviet trade offensive since 1953 one ought to be 
aware that as of now, the offensive has done little more than regain 
the ground lost in the preceding 7 years. We should leave open the 
question whether this is a progression that will continue indefinitely 
into the future, or perhaps the Soviets having gotten back to a posi- 
tion in world trade where they were. 

On the second page of my statement I introduced an argument 
which perhaps I should not pursue here since it has been made several 
times this afternoon and this morning. This has to do with the eco- 
nomic motivations of a substantial portion of Soviet trade. Perhaps 
I ought to read portions of this. 
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It was Mr. Khrushchev’s remark that the Soviets value trade, least 
of all for economic reasons and most of all for political reasons, that 
has perhaps misled some people into interpreting all of Soviet trade, 
as politically motivated. 

he fact is that the Soviet economy is not immune from economic 
problems, and some of these problems cry for economic solutions. 

For example, the Soviets like any economy must import and in cases 
where they don’t, where it couldn’t be said that they must import, the 
cost of not importing would be extremely great. 

Since they must import, like every economy, they must export some- 
thing. There are very few commodities they could export which 
would not be competitive with some other country’s exports. If it 
were not aluminum or tin or lumber products or petroleum it would 
have to be something else. 

If we consider the position of Soviet foreign trading officials plac- 
ing orders for needed imports at a very rapid rate, and finding an 
understandable world resistance to the acceptance of their exports. 
One symptom of the problem has been the outflow of gold referred 
to by Dr. Holzman. A symptom which I dare say this committee will 
recognize as a not unfamiliar source of consternation. And indeed 
the Russians must have been quite worried about this over the past 
several years. 

The problem then is how is a Communist trade negotiator to per- 
suade a capitalist businessman to give up his former tried and tested 
sources of supply and shift over to the uncertain future of Soviet 
benezen or aluminum? Certainly one way to do it is to make the 
price attractive. I submit that this is a plausible interpretation of 
recent Soviet export practices that have been widely interpreted as 
attempts to upset capitalist markets. 

Senator Monronry. You think that perhaps some of this so-called 
dumping would be almost like a liquidation sale, or an effort of a 
business firm to raise money to pay off its creditors, or to engage in re- 
stocking its stores. 

Mr. Berutner. That is correct. 

Senator Monronry. They are willing to lose a little profit if you 
are in an urgent currency position, 

Mr. Berurner. Yes; think this must be taken into account in eval- 
uating a good measure of their export practices. 

Further I think it is very hard for me to conceive of the Soviet 
leaders who are pretty rational people, although they make some 
bungling errors, it is rather silly for them to think in terms of wreck- 
ing a market here and wrecking a market there. This is a rather 
chaotic way to run an economic warfare. 

I think their view of political economic competition is much more 
reasoned than this. They are not political adventurers, I think, in the 
anarchistic sense of random bomb throwing. There is very little pat- 
tern in the markets which they happen to select for wrecking. It is 
much easire to explain, it seems to me, their tin sales and their alumi- 
num sales on economic grounds. These were the commodities they 
happened to have available and they used them for such purposes as 
they needed. 

Senator Monronry. Also knowing the difficulties sometimes we 
have in getting the valves turned off on our strategic stockpile you 
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can sometimes look around and wish you had not acquired quite so 
much inventory. And they being a state-operated society, could very 
easily get a directive from the Kremlin saying, “Liquidate 10 or 20 
percent of the stockpile of aluminum; we are not going to build as 
many airplanes as we thought we would build,” or something of that 
kind. Isthat not a possibility ? 

Mr. Berurner. Yes; and when this is accompanied by a worried 
note from the Kremlin saying, “What are you doing with all our 
gold?” then there is just that much more pressure to find somebody 
to buy this excess tin or aluminum. 

I recognize this poses problems for American business but I submit 
that this must be viewed as an economic sort of thing. 

Senator Monroney. That we should not necessarily take this as a 
declaration of economic warfare on a universal dumping basis. 

Mr. Berurner. Precisely. 

Senator Monroney. With regard to these so-called trade deals we 
read about, such as was the case with Indonesia, and with Burma a 
few years ago and now with Cuba. While we look at those strictly 
as political—and perhaps some of them are—it also is a way of reliev- 
ing the foreign exchange necessary to set up credits for their exports 
in a market which, accepting a credit deal in exchange for X tons of 
sugar, or X tons of rubber, or X tons of tea or something of that kind, 
automatically relieves the drain on their gold or on their foreign cur- 
rency but does get the raw materials or the imports that they find 
necessary for their system. 

Mr. Beriiner. I wouldagree. The Soviets indeed—I believe would 
prefer to deal with the weaker foreign trading partner than a stronger 
one, and so political and economic motives are often intertwined. 

In the case, for example, of the Soviet entry into the Icelandic fish 
market there were clearly economic reasous—political reasons for 
their deciding to become the chief purchaser of Icelandic fish. How- 
ever, it also happens that the Soviets are in a much better position 
trading with a weak seller like Iceland who can be forced to accept 
in exchange for the fish Soviet commodities than purchasing fish from 
Britain where the British wouldn’t stand for this sort of thing and 
would demand payment in sterling. So again political and economic 
considerations get to be closely intertwined. 

Senator Monronry. In other words, Mr. Benson, if he were under 
the Soviet system, would be trying to work out any kind of a trade 
deal for almost anything in exchange for wheat ? 

Mr. Beruiner. Precisely. 

Senator Monroney. And now we sell in local currencies which are 
earmarked against our using them. 

Mr. Beritner. Perhaps I ought to go on to the second part of my 
talk which deals with some matters which haven’t been stressed as 
much in today’s hearings. 

On page 4, in the middle: My remarks thus far have been based 
on the assumption that certain Soviet bloc foreign economic policies 
are based on purely economic motivations and ought to be evaluated 

and coped with in primarily economic terms. I turn now to the 
political motivations of their foreign economic policies. And then 
I designate two types of political objective. One is the narrower 
objective of creating goodwill and some measure of influence within 
the recipient countries. The second is the broader, and the one we 
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fear more, is the political possibility that a trading partner may 
become so dependent economically on the Soviet Union that they 
might be subject to political blac ‘kmail. 

In economic relations among equals freely entered into there is no 
particular goodwill to be expected from trade. Both nations benefit 
and do not think of each other as the obj yJect of any special gratitude. 
But when a nation is suffering from economic distress, the offer by a 
second nation to engage in economic relations that might relieve the 
distress does provide the basis for the reaping of a considerable 
amount of goodwill. 

Thus in ordinary times, Soviet offers to trade with Great Britain 
would not stir up much excitement but in a period of depression the 
same offer would lay the groundwork for a considerable flourishing 
of goodwill. 

Now, as one looks over the pattern of Soviet bloc trade expansion 
in the past half decade and asks “Where has that expansion been 
treated as a matter of course and where has it been treated as an 
act of special friendship?” one would find that the countries falling 
into the latter class are those involved in some measure of economic 
distress. Iceland with fish; Burma in the case of her rice, and simi- 
larly the goodwill gained by the U.S.S.R. as a result of her develop- 
ment credits to unde ‘rdeveloped countries is a reflection of the state 
of economic distress in which those unfortunate lands find themselves. 

Thus the political leverage that the U.S.S.R. can gain from trade 
and aid depends upon the magnitude of economic distress prevailing 
in the free ces 1. And here I submit is the cancer which the surgery 
of U.S. policy must try to remove. There is no economic condition 
better calculated to throw a nation one day into the waiting arms 
of Soviet political traders than the single commodity economy of so 
many of the underdeveloped countries: Sugar in Cuba, coffee, tin, 
rice. We can predict with an uncomfortable degree of accuracy that 
as each of these commodities falls upon hardtimes, the corresponding 
countries will quickly be the destination of teams of Soviet bloc 
negotiators. 

And here I submit is where the oer of U.S. policy should be 
focused. On assisting essentially in the development of these coun- 
tries so as to remove to the extent that we can the condition of the 
stress. 

In short, like so many other roads, this one too leads back to the 
promotion of economic development in the poorer countries of the 
world as the means of weakening the foreign influence of Soviet policy. 

It would be a council of despair to search for w ays of trying to 
prevent other countries from trading with the Soviet bloc. It is ; the 
council of confidence and strength to search for ways of promoting 
the economic vitality of the free world so that they can trade with 
the bloc but from a position of equality rather than distress. 

I turn to the second of the problems, a more serious one, which is 
that of blackmail. 

Senator Monroney. Before you leave that subject, wouldn’t you 
say also that it is to the free world’s interests to stabilize primary 
commodities, because a country such as Peru which is dependent on 
lead and zinc or tin in Bolivia or these others that you mentioned, 
once the world market collapses on a single commodity on which their 
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economy depends, they cease to be purchasers from the free world 
and thus can only find an outlet on a barter basis, perhaps, or a trade 
deal credit basis with the Soviet bloc countries. 

So we should take some free world leadership in trying to bring 
about some conventions that would lead as much as possible to the 
stabilization of these basic raw materials. 

Mr. Beruiner. That is correct. I agree entirely. I have no illu- 
sions about the difficulties of doing this. The coffee problem, for 
example. As soon as we try to create a price for coffee there is 
nothing to prevent all of Africa getting into the coffee business. It 
is not an easy one but it is here that I think our efforts must be 
directed. This is a positive policy as distinct from a policy which 
tries to frighten other nations into not trading with the bloc. 

The last part of my remarks dea] with the question of what is called 
blackmail. The possibility that nations that have become legally 
involved in economic relations with the bloc may become so depend- 
ent as to be unable to resist Communist pressure. 

There is no doubt that such actions would commend themselves to 
Soviet leaders if the chance of success were high enough. 

There are, however, three factors which weaken the effectiveness 
of this serious threat. The first is that the Communist leaders are 
not likely to use this technique lightly. Their repeated protestations 
that Soviet economic aid and trade carries no political strings re- 
flects their awareness that the countries of Asia, Africa, and ‘Latin 
America are fully aware of the potential danger of Soviet subversive 
traditions. One juicy scandal involving the overt use of economic aid 
or trade as measures of subversion or blackmail would undo much 
of the carefully built-up goodwill accumulated in the past several 
years which the Communists are not likely to cast lightly away. 

There has indeed been only one major instance—perhaps more, 
but one major instance of the use of the economic sanctions by the 
U.S.S.R. in the unilateral cancellation of the credit agreements with 
Yugoslavia. 

One might also perhaps mention Finland in this case. 

Now, Yugoslavia was at that time the single largest partner in 
Soviet credit agreements, and the fact that the attempt at economic 
blackmail was unsuccessful points to the second of the great forces 
on the side of freedom, namely the intense spirit of independence and 
nationalism. 

I think we often exaggerate the power of economic pressure in 
contrast to political. The spirit of independence and nationalism 
in the underdeveloped countries in the world is such that they would 
be willing to suffer catastrophic economic loss rather than surrender 
their hard-won and new sovereignty. There is little doubt that if 
the Russians should say to Mr. Nasser, “You had better do as we say 
or we will take back our dam,” they would be presented with a very 
swift invitation to “take your damn dam and go home.” 

I do not wish to imply that there is no danger of Communist sub- 
version in the politically restless areas of the world. My point rather 
is if it comes it will come through political power and not by economic 

wer. 

Finally, there is the happy fact that Soviet leverage in applying 
an economic squeeze play depends not only on what they do, it depends 
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very much on what we do. Were we to adopt a policy of vero 
those who trade with Communists and accept their credits, we shoul 
greatly increase their vulnerability to blackmail and strengthen the 
Communist hand. Were we in a country to continue our own policy 
of aid and trade, to remain in those countries as adviser and as 
builder of free institutions and to lend a strong hand of successor to 
any nation threatened by Soviet economic sanctions precisely as we 
did in the case of Yugoslavia then we can utterly frustrate the engineer 
of blackmail. 

Summarizing my remarks, we could not succeed and therefore we 
ought not try, to bar the Soviet bloc from the gains of legitimate 
economic intercourse with the free world. 

While we must obviously keep a watchful eye on Soviet foreign 
economic policy, it is not there that our great effort ought to be 
focused. However, preoccupation with what the Russians are doing 
unhappily gives them the initiative and keeps us from doing what we 
should be doing. We must lead from strength and we have two 
powerful sources of strength: Our great national wealth and our 
message of freedom. If we use these wisely and generously, if we 
succeed in convincing the world that the freeman need not turn to 
communism out of desperation born of poverty, then we have nothing 
to fear. But if we fail in that purpose then Communist trade will be 
the least of what we have to fear. 

Senator Monronry. Thank you very much, Dr. Berliner. 

Would you not say that there are certain countries behind the [ron 
Curtain, such as Poland, where special effort should be made to 
extend our foreign trade, where we have reason to believe that the 
country is attempting to pursue to the fullest extent possible a more 
independent line with mother Russia that we should offer some trade 
inducements in those fields to relieve the monotony, you might say, of 
Soviet exports which are limited usually to those things which the 
Communist countries have in surplus? I found last year at the Inter- 
parliamentary Union a very great interest in American products and 
a very great longing to become more closely associated, up to the limit 
which Russia would permit, with the West. It seems we could do 
well at least to try some experiments in trade, even on somewhat 
shaky credit, to penetrate a few of the American products into these 
satellites of the Iron Curtain. 

Mr. Berurner. Yes, sir, I would agree. I would agree that on 
balance this would be a desirable policy. 

I am aware that it is not a one-way street. 

It undoubtedly contributes to the strength of the existing Com- 
munist governments. There is a criticism which would be levied 
against such a program and it is one which would have to be taken 
into account but I am prepared to agree that on balance, such good 
will as this—the good will that this would evolve for the United 
States, if we could get ourselves labeled—get our names labeled on 
what we sell—plus the factor that you mentioned, the ability to 
strengthen their own wish to be independent of Moscow. For purely 
nationalistic reasons, the significance of which we should not under- 
play. For these reasons I would agree that on balance this would 

»a desirable policy. 
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Senator Monroney. In other words, two-way trade. First, to com- 
plement their own nationalism, that certain products they make are 
not available in this country which would offer an import source, it 
would build up at least their own self-respect that they are able to 
market in the United States where Russia may not be able to, because 
of the quality of their product. There are areas behind the Iron 
Curtain as you well know that do have quality merchandise. 

Secondly, the appearance of American-made products in the mar- 
ket would carry a message of quality and relationships to perhaps 
rekindle some of their former orientation with the Western economies 
and Western democracy. 

Would that be true / 

Mr. Beruiner. Yes; I would agree with that. One would always 
have to face the argument raised this morning that anything that 
leaves our borders and gets into Communist borders in some way 
increases their military power. That point was developed this morn- 
ing, and I agree that this can’t be of overriding significance, as it 
would frustrate all world trade. 

Senator Monronry. They have done pretty well in military power 
without our assistance, I would say. Certainly, our experience in 
the missile field and in the area of aviation—it has shown that even 
though they may be short on technical know-how in some fields, that 
when they specialize in the military field they are apparently able 
to bring about good results without dealing with us at all. Certainly, 
T don’t see how we can seal up our products in a vacuum and expect 
them not to be bootlegged to the Iron Curtain countries if they choose 
to. The manufacturers techniques will be perhaps different and they 
will have to go through a period of learning, but they will get them, 
I am sure. They wouldn’t have all the copies made of all of our 
old cars you see in the Iron Curtain countries unless they had pur- 
chased these somewhere. Some were sold by American companies, 
and I am sure some of them came in from sources in other parts of the 
free world. 

You think then that there is in your judgment—that expanded 
trade between the United States and the Soviet Union would result 
in a greater Communist threat or a lessened threat to the United 
States ? 

Mr. Bertrner. I don’t know that one is related to the other. I 
don’t think it would have a very strong impact upon the Communist 
threat. 

Senator Monroney. The threat is primarily military, with extreme 
tensions breaking out into a thermonuclear war. 

Mr. Bertrner. There are some international actions which relative- 
ly are neutral with respect to the Communist economic threat. I 
think our tendency is to assume that any action in any part of the 
world in any sphere is somehow significantly related to the Commu- 
nist economic threat. There are some that aren’t. I think that nor- 
mal commercial trade would not have a very marked effect. 

I think the greatest danger of the Soviet threat in the long run lies 
not so much in what the Russians are doing but in what we are not 
doing. I am thinking of the underdeveloped countries of the world 
and the weaker capitalistic economies of the world. Unless some- 
thing happens there, fast, within our lifetime, then there may be un- 
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fortunate consequences, which would be due as much to our inability 
to do what we should be doing as the Russian success in doing what 
they are doing. 

Senator Monronry. But if we are able to expand our aid program 
through international banking facilities, through supplementary long- 
term loans for capital investment, such as proposed by the Interna- 
tional Development Association—to mix hard and soft currencies 
and share in the responsibility with some 70 free nations—then we 
would be able to offer a more flexible program for the actual needs of 
these countries than they could get in a trade deal with Russia, which 
usually involves the export of a limited number of items, and often 
the items that Russia herself has in surplus and is anxious to sell. 

Mr. Berutner. I agree entirely. None of the free world coun- 
tries have at any time been involved in bilateral deals with the So- 
viets that have not at one time or another been burned and resolved, 
on a stack of whatever the national testament happens to be, that 
they wouldn’t do this again. 

This has happened in the case of Indonesia and Burma and there 
is little doubt that as the years go by Cuba, as well, would much 
prefer to deal with an international agency than to deal either with 
the Russians or with us. 

I have just one other observation with respect to the expansion of 
Soviet trade. This applies to the U.S.S.R., perhaps less to the East 
European economies. IL suspect that if trade were opened complete- 
ly between—all embargoes removed—trade opened completely be- 
tween West and East, there would be, to be sure, some expansion of 
Soviet trade, and as national incomes increased all over the world, 
Soviet trade would increase; but I think there is one reason why we 
should not expect the Soviet trade ever to reach the dimensions of 
those of equivalent free world countries and that is this: In the 
United States, and in capitalist countries in general, trade occurs for 
two reasons: Because importers find it to their interest, their financial 
monetary interest to import and exporters make a living, earn their 
profit by exporting. 

So there is a twofold pressure on trade, both on exports and im- 
ports. 

In the case of a national trade monopoly like that of the Soviets 
where there is a power that can sit at one place and reckon the values 
of the national economy in exports and imports, the sentiment must 
necessarily be that everything imported is a good thing and a net 
addition to availability, but everything exported is a bad thing. 
Hence there exists in the Soviet-type economies a resistance to ex- 
ports which doesn’t exist in our type of economy. For this reason— 
this is another reason why I can’t think that dumping fits in with the 
Soviet views. They certainly hate to export and they hate to export 
cheap, except for political reasons. It is for this reason, I think, a 
very large expansion of Soviet trade is not very likely. To say “large” 
and not give you a figure doesn’t help you very much; but you see 
my point. 

Senator Monroney. In other words, if the Soviet Union were to 
announce that they had worked out a deal with India to export $50 
million worth of shoes, probably even the solid strength of the present 
government would be challenged, would it not, because so many Rus- 
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~ ii failed to have the kind of shoes they think they should 
ave ? 

Mr. Brruiner. Yes. I have some evidence of this. I don’t know 
how significant it is, but in a visit to Russia I talked to a number 
of ordmary Russian people. On at least two occasions I managed 
to talk to people about politics and on both occasions we got to talking 
about Khrushchev as compared to Malenkov. Now, on these two 
occasions both people voiced some feeling that Khrushchev wasn’t all 
he should be; Malenkov was in a way a better man and the reason it 
turned out to be was that Khrushchev was giving everything away 
to the Chinese, whereas the Russian people needed it badly enough 
themselves. 

This is an interesting kind of isolationism that one picks up just 
from talking to people. 

Senator Monroney. Going back to shoes; the boys who worked in 
this American exhibit said there were two questions the Russians 
always asked when they could speak English: One, How old are 
you? And the other was, do you want to sell your shoes? 

I think sometimes we need to get this whole picture in perspective. 

In other words, there is a threat that the Russians are all not 10 feet 
tall. We should endeavor to keep our balance, as we do in free trade, 
and in trading with the areas we know, and yet some way or other 
we have to set standards when we talk about Russia. 

Either they are completely incompetent and unable to even make 
a bathroom fixture, or they have a missile that can orbit the moon. 
We do not look at the general average of their economy and realize that 
under free enterprise we can outproduce them in those fields, and 
should not by fear press the panic button on trade, that would be to 
our interests; and if it is to our interests, it might even be to Russia’s 
peaceful interests. 

One thing I would like to ask that I think many people ignore, 
and certainly the Russian propaganda machine emphasizes: Our bar- 
riers to imports. They rant and rave about our protective tariffs 
and things of that kind, but fail to tell the rest of the world, par- 
ticularly the free world, that while they have no protective tariffs, 
they wouldn’t think of importing anything that oe have in domestic 
supply, sufficient to meet the peoples’ needs or sufficient so as not to 
be almost in emergency supply. 

Anything can come into our country and its does in some instances, 
although 70 percent, I would guess, is on the free list and another 30 
percent is a protected market. Anything can come in but nothing 
can come into the Russian market if they have a domestic supply that 
they can make do with, or exist without imports. 

Mr. Berurner. That is right. 

Senator Monroney. It is a hard thing to get across to people and 
particularly in the Russian propaganda field, that we are “— 
raising tariffs and they are always saying, “We don’t have any tariffs; 
we believe in free trade.” It is only free trade in the things they 
simply have to have. 

r. Beruiner. That is true. 

Our tariff policy irritates not only the Russians, it irritates some of 

our own allies. 
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Senator Monroney. And certainly our difficulties which you have 
so ably mentioned, and this is one that I think we could well take 
world leadership in, and that is some way to stabilize the prices of 
primary products. We should try to carry out our interests in this. 
Since we are also a primary producer, we should try to work out some 
kind of a world mata agreement that would tend to stabilize these 
one-product items that affect so many of the underdeveloped areas. 

Mr. Beruiner. Even from our own financial interests, it is fre- 
quently pointed out that the effect of the U.S. recession in 1958, for 
example, on reducing the world prices for certain commodities, by 
defining our imports, in many countries the effect of the decrease in 
the price of their main export crop was greater than the total volume 
of economic aid we gave to that country over the past several years. 

When talking about stabilization of prices, we should think about 
this fact: Prices should not be stable. If the world is changing, prices 
have to change and one of the problems is that the exporters of coffee 
and cocoa don’t wish it to change. They wish it to stay high and we 
can’t keep it high. They have to expect a fall in the price of coffee 
just as we have to expect a fall in the price of typewriters. I think 
of the experience of my own city, Syracuse, where L. C. Smith just 
moved out of Syracuse and thinks we ought to have a higher tariff 
on foreign typewriters. We are going to have to get used to falling 
prices in some things we have produced in the past just as Brazil 
will have to get used to the fact that coffee is being grown in Africa. 

If we all try to protect ourselves from changes going on in the world, 
well, we just couldn’t do it. 


Senator Monroney. Well, thank you very much, Dr. Berliner, for 
your very helpful statement. 

Our next witness is Mr. D. J. Steinberg, Director of the Inter- 
national Economics Branch, Corporation of Economic and Industrial 
Research, Washington, D.C. 

We thank you, Dr. Steinberg, for your appearance before this com- 


mittee and we welcome a chance to hear your ideas and thoughts on 
this subject. 


STATEMENT OF DAVID J. STEINBERG, DIRECTOR, INTERNATIONAL 


ECONOMICS BRANCH, CORPORATION OF ECONOMIC AND INDUS- 
TRIAL RESEARCH 


Mr. Srernperc. I would like to submit my statement for the record 
and devote the time at my disposal to a few of the things I talk about 


in the opening pages and read perhaps the last two or three pages of 
my statement. 


(The complete prepared statement of Mr. Steinberg follows:) 


Tue Key TarGet oF THE Soviet TRADE OFFENSIVE—THE PROBLEM AND THE 
ANSWER 


(A statement prepared for delivery before the Senate Interstate and Foreign 
Commerce Committee, May 6, 1960, by David J. Steinberg, Director, Inter- 
national Economics Branch CEIR, Inc., Arlington, Va.) 


The present era of Soviet cold war thrust against the free world through an 
increasing array of trade and aid arrangements with the free world’s less de 
veloped areas began in 1953. I have identified those trade-intensive, capital- 
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deficit areas as the most vulnerable sector of the free world and the key target 
of the Soviet trade offensive. I want to examine briefly the character of that 
offensive, and its implications for the United States. I also want to suggest a 
proper defense. 

BACKGROUND 


The beginning of this new Soviet thrust coincided with the succession of a 
new leadership group to control of the Soviet Union in the place of Stalin. The 
new program coincided with something else—the explosion of the Soviet Union’s 
first hydrogen bomb. The year was 1953, at the end of the Korean war. It 
was also 4 years after the explosion of the Soviet’s first atomic bomb in 1949. 
A point of military stalemate had arrived. Since the Soviet offensive had to 
continue—ealled for by the very nature of the system and its ideology—it had 
to be directed around the flanks of the military standstill. The country that 
was to push this new offensive was now a technologically advanced power to be 
reckoned with. The Soviet Union was no longer, in the world’s eyes, a country 
of Muzhiks. 

This was also a period of a slackening of the pressure to develop heavy 
industry at all cost, and greater attention was given to the needs of the con- 
sumer, in both the Soviet Union and the satellite countries. There was also a 
relaxation of the tensions that had been restricting East-West trade; the repara- 
tions the satellite countries had been paying the Soviet Union came to an end, 
and the special agreements under which the satellites sold the Soviet Union 
certain products at low prices were gradually expiring. 

The shortages and the surpluses that previous economic policies had created 
were also a factor in turning the attention of Soviet planners in the direction 
of more foreign trade and a loosening of the tight restrictions of the old autarkic 
policies. This shift was given added impetus by the prospect of the considerable 
political advantage to be gained from following the path of economic advantage 
to a greater, though still very much limited, extent. 

The satellite countries of Eastern Europe were interested in regaining their 
prewar markets in Latin America and elsewhere—a step that was now facili- 
tated by the end of reparations and even made necessary by the fact that the 
Soviet Union was now better equipped to satisfy its needs of certain manu- 
factured goods the satellite countries had previously been supplying. Moreover, 
there was now less credit available from the U.S.S.R. and a growing need to 
repay the credits that had previously been provided (although there was a new 
series of Soviet credits in 1957). 

Accelerated industrial development had converted the countries of the Soviet 
bloc into more important producers of industrial goods and suppliers of in- 
dustrial technical services—the kinds of goods and services needed by the under- 
developed areas of the free world. There was thus greater complementarity 
between the production of these two areas, and so greater opportunity for trade 
between them. 

The fact that the two areas produce many of the same kinds of raw materials 
does not of itself constitute a barrier to increased trade between them. The 
drive to maximize the Soviet Union’s national output is accompanied by in- 
creased attention to the most efficient use of resources. The result is that the 
Soviet Union is importing increasing quantities of many raw materials. It is 
losing its longstanding one-sided identity as an exporter of raw materials and 
an importer of capital equipment; just the reverse will become increasingly 
evident. And this shift happens te fit the needs of the underdeveloped areas 
of the free world. It also fits the ever-present, aggressive political designs of 
Soviet international policy. As a British observation put it:? 

“The use of economic measures to influence the policies of other countries is 
nothing new; the difference in the present situation is that whereas in the past 
costly efforts to exert influence by economic means had to be used sparingly, 
today the bloc finds that economic and political motives combine in recommend- 
ing the same course of action.” 

The Russians aim to discredit the capitalist system—and the most important 
of the many battlefields where they want to win this engagement is the under- 
developed areas of the free world. How the Soviet planners would relish doing 
just this in Uncle Sam’s own backyard. What they propose to do in Latin 





1 World Today (Royal Institute for International Affairs), ‘Soviet Russia and the Under- 
developed Countries,” May 1957, p. 215. 
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America and elsewhere is outlined in one after the other 


of their announced 
prospect uses. 


Even after deflating these pronouncements in order to arrive at a reasonable 
statement of the U.S.S.R.’s capability, there is a great deal left in them to 
warrant serious attention and concern. 

The economic device the Soviet bloc uses is “the timely and strategically 
placed use of small amounts of resources designed to enhance the Soviet eco- 
nomic and political position.”* To achieve what the Soviet Union is trying to 
achieve, the economic effort is a perfect instrument—“powerful enough to ad- 
vance their objective of conquest, yet subtle enough to avoid the perils of nuclear 
incineration * * * (the instrument is) flexible, sharp edged, all purpose.” * 

The weapon is ideally suited to the Latin American situation, especially in 
view of the distance of the Communist bloc from this hemisphere and the presence 
of the United States on the front step of Latin America. Aggression is still 
the strategy, but in today’s world it can take many forms. Instead of a single 
act of military force, it can be “a continuing process, moving by almost imper- 
ceptible degrees, beyond the reach of sanctions.” * The approach might be 
summed up this way: A continuing process, through the continuing contact of 
bilateral economic and cultural arrangements, to support local subversives in 
their continuing efforts to foment the turmoil that Communist imperialism wants 
for both direct and indirect efforts to weaken the free world. 

The real danger is not the Soviet bloc’s economic competition; it is the vul- 
nerability of the free world itself. And a major feature of that vulnerability 
is the inadequate handling of the complex social and economic forces that pose 
both a problem and an opportunity. Wrong or inadequate policies have in many 
areas played into the hands of the Communists. A detailed analysis of Soviet 
bloc trade with Latin America, and the bloc’s overall program south of the 
Rio Grande, may be found in the study my company recently prepared for the 
Senate Foreign Relations Committee (“Soviet Bloc Latin American Activities 
and Their Implications for United States Foreign Policy,” 1960). 

Opinions differ as to the nature, extent, and potential of the Soviet economic 
offensive. There are some who call it a threat; others refer to it as a myth. 
On June 26, 1959, for example, the Wall Street Journal carried a feature article 
by its specialist on foreign affairs, William Henry Chamberlin, under the head- 
ing: “Soviet Trade Myth. The Popular Fallacy That Moscow’s Foreign Com- 
merce, Aid Program Are Threat to West Is a Easily Rejected.” Mr. Chamberlin 
wrote: 

“Tt seems highly improbable that the Soviet Union, with foreign trade ex- 
tremely small in proportion to its resources, population, and industrial output, 
could upset the whole trading system of the West. by political manipulation of 
its exports and imports. Of course, Soviet foreign trade is politically motivated, 
since it is a state monopoly and may be exploited for political ends * * *. The 
primary purpose of Soviet foreign trade is to make advantageous deals from 
the standpoint of the Soviet state economy. The fear that Soviet exports will 
be widely used to break prices by dumping overlooks two considerations. The 
Soviet Union itself would suffer from such a policy and the quantities of avail- 
able exports are not sufficient to achieve such an end * * *, The first Soviet 
economie priority is to boost its internal development. The second is to back 
up China and the East European satellites.” 

It is true that the foreign trade of the Soviet bloc is not large enough to enable 
the Soviet Union to disrupt the trading system of the free world. And it is also 
true that its own internal development is the Soviet Union’s top economic 
priority. But there have been instances where the Soviet Union has diverted 
equipment exports to target countries in the free world at a time when such 
equipment had a ready market in the bloc countries themselves. To say that 
Soviet trade is marginal and therefore of no consequence in the cold war is 
to propagate a myth of another kind: that the importance of trade as an instru- 
ment of cold warfare can be gaged by the dollar value of the bloc’s exports 
and imports in trade with the free world or the ratio of such trade to the total 
trade of the free world. That kind of myth induces complacency and obscures 
the tactics of the Soviet trade program. It is almost like saying that the guns 


are silent, there are no bombs being dropped—therefore all is well and peace 
has been achieved. 





2 World Today, op. cit. 


re Nielsen, Waldemar A., “Why Russia Is Winning the Ruble War,” Harper’s, September 
58, p. 27. 


* Ibid. 
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There may indeed be myths surrounding some of the thinking about the Soviet 
bloe’s economic relations with the less developed areas of the free world— 
myths about the extent of the market potential in the bloc for the exports of 
these areas, the prospects for equipment exports by the bloc countries and the 
potential of the bloc as a source of credit for these underdeveloped areas, 
But to deflate some of the notions about Soviet economic capability is not to 
conclude that there is no reason for U.S. concern. Even if one concludes that 
these economic relations do not today confront the United States with a crisis, 
there is still reason for serious pause with respect to the economic, political, 
and psychological implications of today and the potential for tomorrow. 


TRADE AND AID: AN INTEGRATED APPROACH 


The Soviet bloc has stepped up its aid program to the less developed areas of 
the free world. It has also stepped up its trade with them, although, as in the 
case of Latin America, the movement of both imports and exports is erratic. The 
overall trend of the past 5 years, however, is certainly upward. 

The aid program is a strictly political program; it is not motivated by an 
interest in helping the recipient countries build viable economies, raise living 
standards and become better markets and healthier partners in a cooperative 
society of free nations. Quite the contrary. 

The credits the bloc countries have provided to the less developed areas have 
focused mainly on the supply of capital equipment, much of it for conspicuous 
projects possessing special appeal to the aspirations of the peoples of those 
developing areas. The projects have appeal. The capability of the country 
producing the equipment and supplying the aid—this also has appeal. And the 
bloc countries supplying the aid hope that, sooner or later, their own Communist 
ideology will also gain in favor. One may look upon this approach as a care- 
fully cultivated emphasis on economic materialism to foster the ultimate adop- 
tion of the dialectical materialism the Communists from Marx to Khrushchev 
have sought to spread throughout the world. It must be remembered that the 
main target—the less developed areas—is a very growth-conscious target. These 
areas need help. The need for economic development is a highly charged po- 
litical issue, and the Soviet bloc is trying to make the most of it. 

The motivation of Soviet bloc trade, on the other hand, may be to a large 
extent economic, and where it is primarily political there are economic advan- 
tages to be gained, and vice versa. In any event, the participating countries in 
the less developed areas of the free world look upon much of that trade as a 
form of aid, because the trade agreements under which much of the exchange 
of goods takes place dramatize the readiness of the bloe countries to take 
burdensome surpluses of specified commodities off the hands of the participating 
countries—in exchange for the shipment of supplies the participating countries 
need urgently either for developmental projects (as in the case of supplies of 
capital equipment) or to alleviate serious pressures on the balance of payments 
(as in the case of shipments of Soviet oil to Brazil and Argentina *). 

The credit arrangements themselves involve another important trade factor, 
in that the repayment of these credits takes the form of shipments of primary 
commodities. This use of aid as a means of tying trade is further proof of the 
political objectives of the bloc in its aid to these areas. The announced readiness 
of the Soviet bloe to enter into such arrangements, the rumors of a pending 
agreement, the negotiation of an agreement, the signing of an agreement, and 
the first shipments made under the agreement—all these go into the propaganda 
buildup of the Soviet bloc as a friend and devoted trading partner of the 
countries concerned. 

Thus, aid is trade and trade is aid in the Soviet bloc’s scheme for developing 
closer relations with the less developed areas of the free world. And as the 
Soviet bloc countries proceed with their own rapid development, they will need 
more imports of primary commodities from those areas. Thus, Soviet bloc eco- 
nomic growth adds a third side to this design. 

Our own motivations and interests in these areas are, of course, quite differ- 
ent from those of the Soviet bloc. We espouse all the things referred to earlier 
in this statement as being foreign to the Soviet bloc’s ambitions. But we must 


® The large exportable surplus of oil may be one example of a Soviet weakness—over- 
epee of a caw material in the sense of there not being enough industrial capacity 
oO process it. 
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closely relate aid and trade and economic growth in our own dealings with those 
developing areas. 

The aid we provide for the economic development of the less developed areas 
is aid in a vacuum unless we recognize that— 

(1) Sustained economic growth in the United States and other industrial 
countries is important to assure adequate markets for the aid-receiving 
countries ; 

(2) Sustained economic growth in the industrial countries is essential 
to prevent a further deterioration in the terms-of-trade of those countries— 

a decline which results in a loss of resources and a serious offset to the aid 
that is provided; 

(3) Import restrictions by the industrial countries on imports of primary 
commodities tend to lessen the foreign-exchange earnings of the exporting 
countries and consequently lessen the market prospects for American goods 
and services in those countries ; 

(4) As we produce more, we shall want to export more. In fact, rising 
productivity will make it necessary for many American producers to de- 
velop larger export markets. The less developed areas are an extensive 

} sector of the world’s waterfront and a tremendous potential market for our 
goods. But the market potential will not become effective demand unless 
incomes and foreign exchange resources are large enough to make that 
possible. 

If we emphasize, as we like so much to do, that our purpose in helping the 
less developed areas to help those peoples realize their aspirations as free 
peoples, raise their standards of living, and become healthy partners in the 
society of free nations, then it is essential that we think through the implica- 
tions of what we pride ourselves on seeking to accomplish. 


A CHALLENGING CHANGE IN THE PATTERN OF TRADE 


. A country that is developing will want to export increasing supplies of the 
\ things it produces. It will have to do that if it is to buy increasing supplies of 
' the goods it wants from foreign countries. It will continue for some time to be 
an exporter predominantly of primary products. It will, as time goes on and 
at an accelerating pace, develop its ability to convert many of its own raw ma- 
terials into semimanufactured goods and then into manufactured goods. It 
will find a market for some of that output at home, but it will seek to sell some 
of it abroad. This capability will increase, and so will the supplies available for 
export. 

I seem to be touching on a subject I shall discuss in the next few days in 
another appearance before this committee. But I assure you that I have not 
left the subject of today’s hearing. For unless the United States faces up to 
the implications of economic development in these areas and recognizes that, 
together with the other advanced economies of the free world, it should be 
ready to accept more of the goods—primary products and manufactures—that 
other countries will want to sell abroad, we may maneuver the developing 
countries into closer economic ties with the Soviet bloc. This will affect ad- 
versely our own trade and strategic position. 

The possibilities along this line may already be clear—suggested if not proved 
| by the experience of the last 6 years—with respect to primary products like 
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cotton, wool, and coffee. The possibilities in manufactured goods or in semi- 
manufactures may not be so clear because, although Russian imports of clothing 
have risen, I know of no notable increase of imports of soft goods from the free 
underdeveloped areas. 

| Such a possibility shapes up somewhat as follows. The Soviet bloc countries 
e are accelerating their economic growth, already moving at a rapid pace. Their 
d | emphasis is on making capital goods and on developing the facilities that made 
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)- capital goods. This is the key element in the overall accelerated growth that 

has taken place in the bloc’s total output (its total gross national product). 
r- More attention has been given to the consuming public in those countries in re- 
rT cent years, though not enough to interfere materially with the stress on the 
st capital goods industries. There is nothing I know of to suggest that this pattern 

of relative emphasis will be changed to give more weight—in the industrial ex- 
™" pansion mix—to the consumers in the bloc countries. But this does not mean 
ty that the needs of the consuming public cannot be given more attention without 


cutting into the capital goods sector, or that the weight assigned to the capital 
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goods industries cannot be expanded even more without lessening the consum- 
er’s standard of living. Rapid productivity increases provide one means of 
doing this. But I suggest another. Subject to the presentation of refuting 
evidence by the members of the “Sovietology” fraternity (our experts on the So- 
viet bloc)—of which I am not one—I suggest the possibility that the Soviet 
bloc—at least the Soviet Union itself—may become a growing market for the 
imports of consumer manufacturers from the development comuntries of the 
free world. In exchange for these goods, it would export capital equipment— 
not just equipment for conspicuous developmental projects, but smaller capital 
items such as motors and machine tools. I would expect that very high, sus- 
tained production of these items—itself supporting a high rate of productivity— 
will yield supplies the block producers can spare for export. The developing 
country will need items such as these for its further development, and it can 
be expected to show more than a little interest in being assured of the where- 
withal for buying such equipment by selling to the supplying country some of 
its own manufactures as well as primary commodities. 

The certainty that the developing countries will be developing their own 
industries may thus generate a new form of economic complementarity of re- 
sources between the Soviet bloc and the less developed areas of the free world. 

In fact, as industrialization takes place in these areas, there may, in some 
cases, be a tendency for less raw material to be available for export; if the 
Soviet bloc wants to expand its imports from these areas (for whatever reason), 
it may have to be ready to buy more of the manufactured products the produc- 
ing country will want to sell. Possibly suggestive of what may be in the offing 
is the story about the Communist official who, when explaining that the Soviet 
Union was going to buy rope from Mexico rather than henequen (the raw mate- 
rial), asked rhetorically: “You think we can’t make rope?” 

If the developing areas have to turn to the Soviet bloc to find markets for 
exportable manufactured goods because of restrictions in the free industrial 
nations, we might be faced with the following perplexing paradox: The anti- 
colonialist United States, by restricting imports of manufactures from the less 
developed areas, may seem to favor a colonial-type economic relationship with 
those areas (insisting on exchanging our manufactures for mainly their 
raw materials), while the Soviet Union, through what may seem to be anti- 
colonialist economic policies vis-a-vis these developing areas, may be maneuver- 
ing itself into an eventual colonial-type political relationship with those areas 
(in other words, domination). 

Growing Soviet-bloc capability does not mean that the bloc countries will 
substantially expand their trade with the free world to the extent of making 
foreign trade a much more important part of their economies than it has been. 
Autarchic policies and shortages of foreign exchange are among the many con- 
straints limiting trade expansion. It would be a mistake, however, to apply 
past patterns to future projections of what these countries will do. Autarchy 
will still influence economic policy, but it could well be selective autarchy, within 
which the areas of trade that are allowed to expand will be those which can 
be tightened up or cut back quickly in case of emergency. 


THE QUESTION OF DEPENDENCE 


The Soviet bloe will seek—as it has sought—to tie up more of the trade of 
these free developing areas through bilateral, barter-type arrangements. As 
already suggested, the exchange of goods may be expected to shift in composi- 
tion. Such ties, if developed carefully and assiduously, could have significant 
political implications. In some cases the dependence of the free country might 
become dangerously strong. In others it might be very small, but just enough 
to give the Soviet bloc some leverage in its attempt to develop a wedge in the 
structure of the association of free nations—to expand the gap hetween the 
north and the south, as Sir Oliver Franks has delineated the division between 
the free world’s industrial areas (the Northern Hemisphere) and the less de- 
veloped areas (the Southern Hemisphere). 

3usinessmen throughout the free world are aware of the risks of doing busi- 
ness with the Communist countries. They are, for example, aware of the danger 
of becoming dependent on the Soviet bloc and running the risk of the bloc sup- 
pliers stopping trade for political reasons. George Kennan, one of our better 
known experts on the Soviet Union, has recently noted (Foreign Affairs, Janu- 
ary 1960, p. 186) : 

“This precariousness arising from the absence on one side of the normal bal- 
ance wheel of international trade—commercial self-interest—does not mean that 
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trade with the Soviet Union is never safe or desirable; but it does place definite 
limitations on its possibilities.” 

Prof. Raymond Vernon, of the Harvard Business, calls our attention to a risk 
the Soviet bloc itself may be running in expanding its trade with the less-de- 
veloped areas: 

“We ought to recognize a little more explicity, too, that Soviet involvement 
in closer trade with the underdeveloped areas is not altogether free of risk 
for the Soviet bloc. Press reports tell us, for instance, that the Soviet Union 
plans to expand the domestic market for coffee in order to build a basis for an 
oil-coffee exchange with Brazil. This may have dangers for Brazil but it also 
has its dangers for the Soviet bloc; to lose one’s coffee would have a greater 
impact on some than to lose one’s civil rights. One wonders at times whose 
-amel has its nose in whose tent” (“Prospects and Policies in Trade With the 
Soviet Bloc,” a paper prepared for the Conference on Trade Policy held on Jan- 
uary 27-28, 1960, by the Committee for a National Trade Policy, p. 18). 

But on the free-world side, other factors—the need to trade, the urge to 
develop, poor policies and practices on the part of advanced countries or on the 
part of the less-developed countries themselves—may be enough to subordinate 
inhibitions restricting the expansion of trade with the Soviet bloc. 

We are not today faced with a widespread problem of substantial dependence 
on Soviet-bloc trade. In general, trade between the Soviet bloc and most of the 
free world’s less-developed areas is very small, both in volume and in relation 
to the total trade of the participating countries. Egypt, Finland, Afghanistan, 
and Irag are among the major exceptions. But the expanding economic capa- 
bility of the Soviet-bloc countries, on the one hand, and the growing economies, 
problems, and aspirations of the less-developed areas, on the other, may well 
result in a closer association of both areas, and growing dependence. Such an 
association might be very temporary or it might be longer term. There may be 
as there are now, many causes for disappointment and irritation with such 
arrangements and with Soviet bloc trading practices. Examples of this are 
reported from South America, southern Asia, Iraq, and many other areas. But 
if the bloc countries have made mistakes, and revealed inexperience, and sold 
shoddy merchandise—and they have—this does not mean that they are not 
capable of doing better. 

Although Soviet-bloe capability in the trade field is not as great as the Com- 
munist countries want the free world to believe, it is growing. Better business 
practices, better merchandise, limited convertibility of bloc currencies (at least 
within the bloc itself)—all these are within the realm of possibility. These 
possibilities and the growth outlook for Soviet bloc two-way trade with free 
countries are not reason for concern. The total trade of the free nations ought 
to grow, and if the Communist countries share in that growth, that should 
cause no excitement. What is cause for concern is a situation in which the 
free nations—especially the weaker ones—are virtually forced into committing 
themselves to restrictive trade arrangements with the Soviet bloc because of 
economic recessions or import restrictions in their traditional foreign markets, 
or unsatisfactory price, quality, delivery terms for free world goods, or inade- 
quate foreign exchange. 


THE BEST DEFENSE: IMPROVING THE OLD OFFENSE 


The key question in all of this analysis is where the developing countries can 
feel assured that they are going to find their place in the sun, find it with reason- 
able speed, and find it within the society of free nations and its multilateral 
trading system. If they can be so assured—hby deeds as well as words—this 
will be our best defense against the Soviet economie offensive. Making this 
possible will mean no economic sacrifice on our part. We stand to reap great 
economic as well as political returns from our effort. Trade with the bloc could 
be expected to continue—and well it should continue—but it would be kept to 
whatever proportions the participating countries regard as politically safe and 
economically sound. Such trade can be of value to all sides. 

The mutlilateral system has been reasonably successful since World War II, 
notwithstanding many evidences of weakness and backsliding. It is to a con- 
siderable degree because of that success that the developing countries have not 
had to tie more of their trade to bilateral arrangements with the Soviet bloc. 
In fact, those Latin American countries, for example, that have such agreements 
have tended in the last few years to inject various multilateral features into 
them. This is a reflection of the basic multilateral orientation of these Latin 
American countries, and it suggests that the bilateral, barter-type agreements 
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with the Soviet bloc have been special exceptions to the preferred pattern as a 
result of special problems. Multilateralism and economic progress work to each 
other’s advantage, and both repel barter-type arrangements. The shift to multi- 
lateral practices by Western Europe in its trade with the bloc—a result of its 
dramatic economic recovery in recent years—offers further proof of this thesis. 

The developing countries want to stay in the multilateral trading system, 
just as they want to stay in the association of free nations. But they also 
aspire to much higher standards of living for their peoples, and they want an 
opportunity to accomplish their objectives within the free-world trading and 
political systems. If the indutsrial nations of the free world make it difficult for 
the developing nations to trade and to get the capital goods they need—and 
make no real effort to solve the worldwide problem of raw material surpluses— 
greater attention to possibilities of trade with the Soviet bloc should not be a 
surprising result. This may happen if only to frighten the free world powers 
into what ought to be done for very sound reasons without waiting for the panic 
bell. While Soviet growth rates and trade programs should not be looked upon 
as the sole control mechanism by which we gage our own economic growth and 
trade programs, it is clear that Soviet accomplishments and ambitions should 
provide an added spur to an effort that has convincing merit on other grounds, 

American businessmen may respond well to the call for hard selling in foreign 
markets. Their prices may be right. But incomes in foreign markets and 
foreign exchange resources there may not be right. To make some headway in 
removing these obstacles, U.S. economie policies, as well as those of our trading 
partners, must help provide a proper framework for arising those incomes, 
expanding those exchange resources, and thus for developing that trade. U.S. 
policies that foster more trade can provide an effective, healthful influence on 
the trade policies of the other industrial nations and of the emerging common 
markets. The trade policies of these later areas in turn have an important 
bearing on the economic health, and thus on the market potential, of the less 
developed countries and on their ability to withstand Soviet-bloe pressures. 

These trade policies should be policies that permit growing two-way trade. 
U.S. policies, both domestic and foreign, must permit that trade to grow in 
volume and variety. Our domestic and foreign policies must also faciltate the 
most productive use of our labor and other resources to make that kind of 
growth possible. 

I want to emphasize the need for serious Government attention to this issue. 

The challenge and the potential of the Soviet bloc need not grow into 4 
threat, and from a threat into a dangerous reality, if the United States—its 
Government and its free-enterprise system—make that free-enterprise system 
demonstrably strong. Proof of that strength is more than proof of our economic 
capability ; it is also an important part of the world image of the United States 
as an example of political democracy and economic and technological progress. 
Those are important contours of the terrain of economic warfare on which an 
important part of the cold war is being waged. 

As of now, there is no crisis in the area of Soviet trade with the free world— 
certainly nothing requiring a crash program of any kind. But there is a need 
for a sustained effort to make the most of our capabilities, to expand the volume 
of our two-way business with the rest of the world, to help the less-developed 
areas move rapidly and with better policies toward economic advancement, 
and to strengthen the instrumentalities of trade cooperation in the free world. 
I emphasize the latter point. All of this will confront the Soviet bloc with 
stiff competition that will add to existing limitations on its ability to dump 
goods or cause other disruptive developments (whatever the motivation) in 
world trade. 

The success of that free-world effort will prevent a Soviet threat from be- 
coming a reality. It will also induce sustained insistence by free world coun- 
tries that the Soviet-bloc countries follow rules of sound commercial practice, 
as set by international agreement. 

Whatever the true circumstances surrounding the alleged dumping of alumi- 
num, tin, and other commodities by the Soviet Union, it should be noted that 
in the case of tin the Soviet Union has agreed to cooperate with the members 
of the international tin agreement with respect to future marketing of its 
exportable supplies of that community.‘ 


®T understand there is some reason to believe that these controversial Soviet oxpere 
while somewhat disruptive in effect, were not designed to be disruptive, but were ba 
rather on the need for foreign exchange, or grew out of planning errors. 
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A healthy, well-ordered world marketplace has a kind of self-enforcing ethics; 
if the Communist countries want to expand their trade in that market place, 
they will know they will have to behave according to the rules laid down by 
that system. This is not to overlook the perplexing difficulties that will accom- 
pany the formulation and enforcement of workable rules to which state trading 
nations can be expected to adhere. 

The speed and purposefulness of the Soviet effort across the board is sug- 
gested by the 4-year cycle that featured the atomic bomb in 1949, the hydrogen 
bomb in 1953, and the Sputnik in 1957—followed 2 years later (perhaps the 
start of a new and shorter cycle) by the moon shot of 1959. This offers one 
measure of the concern we must give the Soviet bloc’s explosive plans in the 
area of economic relations with the less-developed sectors of the free world. 

Mr. Srernpera. The present era of Soviet cold-war thrust against 
the free world through an increasing array of trade and aid arrange- 
ments, with the less developed areas, began in 1953. I have identified 
those trade-intensive, capital-deficit areas as the most vulnerable sector 
of the free world and the key target of the Soviet trade offensive. 

I want to examine briefly the character of that offensive and im- 
plications for the United States. I also want to suggest a proper 
defense. 

Now, I discuss in my paper the pattern of Soviet trade and agree- 
ments, their economic and political implications. 

I point out that it must be remembered that the main part of 
the less developed areas of the free world is a very growth-conscious 
trade-intensive target. These areas need help and the need for eco- 
nomic development is a highly charged political issue which the 
Soviet bloc is trying to make the most of. 

I think we must think through the economic implications of the 
economic aspirations of these less-developed areas, and recognize 
that these areas do not want to remain hewers of wood and carriers 
of water. They want to industrialize and they want to make and 
export manufactured goods, semi- and finished manufactured goods. 

I think the United States and the other advanced countries must 
face up to this pattern of growth. If they do face up to this pattern 
of growth and strengthen their own economies and if they are pre- 
pared to accept more of the raw materials and finished manufactures 
and semimanufactures, the less developed areas will be wanting to 
sell, I think that there will be no Soviet economic threat in what I 
have called these target areas. 

I, therefore, think that the aid we provide these areas, these less 
developed areas, must not be aid in a vacuum. We have to recognize 
that these countries will want to be exporting more of the raw 
materials and manufactured goods through us. 

If we are not prepared to accept such trade, then we shall be 
forcing these developing areas into closer bilateral ties with the 
Soviet bloc. 

My paper discusses the political and economic implications of those 
ties. Before jumping to page 9 of my paper, I want to make a 
point discussed in detail at pages 6 and 7. 

My point is that we must not let what we understand to be the 
Soviet economic policy of autarchy blind us to the possibility that 
the Soviet Union may become a growing market for the soft goods 
manufacturers of these less developed areas. 

I discuss in my paper the possibility—I am not sure of this, Mr. 
Chairman, but I discuss the possibility that the Soviet Union may be 
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in a position to import more of the soft goods—exports, manufactures 
of the less developed areas in exchange for capital equipment from 
the Soviet Union, as a way not only to strengthen economic and polit- 
ical ties between the Soviet Union and the ‘less developed areas, but 

also to perhaps relieve the Soviet Union of a part of the job of in- 
creasing living standards for some people. 

The emphasis in the Soviet Union is on capital goods industries 
and I think they can maintain that emphasis and still increase livi ing 
standards in various ways. One way is by increased productivity 
all around and the other is by increasing imports of soft goods from 
less developed areas. 

These kinds of imports can be cut off in an emergency, whereas the 
Soviet Union is not likely to make itself dependent « on other countries 
for hard goods. 

Now, jumping to page 9 

Senator Monroney. Before you leave that, because I think it is a 
rather great challenge, as you say, that if they are to import a lot 
of the soft goods to raise their living standards—agricultural prod- 
ucts which they are unable to raise; coffee, tea, rubber, and many 
things of that kind, and pay for that in expanded sales of their in- 
dustrial equipment of various kinds to these underdeveloped areas, 
they not only strengthen their own muscles in the hard goods lines, 
but they have tied together into what is perhaps the largest block of 
consumers that are under one general political system. Is that not 
correct ? 

Mr. Sretnsere. Yes, sir. 

Senator Monroney. This could become a very great market if they 
can get this hard goods for soft goods combination mov ing. 

Mr. Sremeerc. That is right. That is right. 

I suggest this as a possibility which we have to face up to. 

Now, turning to page 9, I would like to begin reading there and I 
will make my presentation as fast as I can. 

We are not today faced with a widespread problem of substantial 
dependence on Soviet bloc trade. In general, trade between the Soviet 
bloc and most of the free world’s less developed areas is very small, 
both in volume and in relation to the total trade of the participating 
countries. Egypt, Finland, Afghanistan, and Iraq are among the 
major exceptions. But the expanding economic capability of the 
Soviet bloc countries, on the one hand, and the growing economies, 
problems and aspirations of the less developed areas, on the other, 
may well result in a closer association of both areas, and growing de- 
pendence. Such an association might be very temporary or it might 
be longer term. There may be as there are now, many causes for dis- 
appointment and irritation with such arrangements and with Soviet 
bloc trading practices. Examples of this are reported from South 
America, southern Asia, Iraq, and many other areas. But if the bloc 
countries have made mistakes, and revealed inexperience, and sold 
shoddy merchandise—and they have—this does not mean that they 
are not capable of doing better. 

Although Soviet bloc capability in the trade field is not as great as 
the Communist countries want the free world to believe, it is growing. 
Better business practices, better merchandise, limited convertibility of 
bloc currencies—at least within the bloc itself—all these are within 
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the realm of possibility. These possibilities and the growth outlook 

for Soviet bloc two-way trade with free countries are not reason for 
concern. The total trade of the free nations ought to grow, and if 
Communist countries share in that grow th, that should cause no excite- 
ment. What is cause for concern is a situation in which the free 
nations—especially the weaker ones—are virtually forced into com- 
mitting themselves to restrictive trade arrangements with the Soviet 
bloc because of economic recessions or import restrictions in their 
traditional foreign markets, or unsatisfactory price, quality, delivery 
terms for free world goods, or inadequate foreign exchange, 

The best defense: Improving the old offense. 

The key question in all of ‘this analysis is whether the developing 
countries can feel assured that they are going to find their place in the 
sun, find it with reasonable speed, and find it within the soc iety of 
free nations and its multilateral trading system. If they can be so 
assured—by deeds as well as words—this will be our best defense 
against the Soviet economic offensive. Making this possible will mean 
no economic sacrifice on our part. We stand to reap great economic 
as well as political returns from our effort. Trade with the bloc could 
be expected to continue—and well it should continue—but it would be 
kept to whatever proportions the participating countries regard as 
politically safe and economically sound. Such trade can be of value 
to all sides. 

The multilateral system has been reasonably successful since World 
War II, notwithstanding many evidences of weakness and back- 
sliding. It is to a considerable degree because of that success that the 
developing countries have not had to tie more of their trade to bilateral 
arrangements with the Soviet bloc. In fact, those Latin American 
countries, for example, that have such agreements have tended in the 
last few years to inject various multilateral orientation of these Latin 
American countries, and it suggests that the bilateral, barter-type 
agreements with the Soviet bloc have been special exceptions to the 
preferred pattern as a result of special problems. Multilaterialism 
and economic progress work to each others’ advantage, and both repel 
barter-type arrangements. The shift to multilateral practices by 
Western Europe in its trade with the bloc—a result of its dramatic 
economic recovery in recent years—offers further proof of this thesis. 

The developing countries want to stay in the multilateral trading 
system, just as they want to stay in the association of free nations. 
But they also aspire to much higher standards of living for their 
peoples, and they want an opportunity to accomplish their objectives 
within the free world trading and political systems. If the industrial 
nations of the free world make it difficult for the developing nations 
to trade and to get the capital goods they need—and make no real 
effort to solve the worldwide problem of raw material surpluses— 
greater attention to possibilities of trade with the Soviet bloc should 
not be a surprising result. This may happen if only to frighten the 
free world powers ito what ought to be done for very sound reasons 
without waiting for the panic bell. While Soviet growth rates and 
trade programs ; should not be looked upon as the sole control mecha- 
nism by which we gage our own economic growth and trade programs, 
it is clear that Soviet accomplishments and ambitions should provide 
an added spur to an effort that has convincing merit on other grounds. 
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American businessmen may respond well to the call for hard selling 
in foreign markets. Their prices may be right; but incomes in foreign 
markets and foreign exchange resources there may not be right. To 
make some headway in removing these obstacles, U.S. economic 
policies, as well as those of our trading partners, must help provide a 
proper framework for raising those incomes, expanding those ex- 
change resources, and thus for developing that trade. U.S. policies 
that foster more trade can provide an effective, healthful influence on 
the trade policies of the other industrial nations and of the emerging 
common markets. The trade policies of these latter areas in turn 
have an important bearing on the economic health, and thus on the 
market potential, of the less developed countries and on their ability 
to withstand Soviet bloc pressures. 

These trade policies should be policies that permit growing two-way 
trade. U.S. policies, both domestic and foreign, must permit that 
trade to grow in volume and variety. Our domestic and foreign 
policies must also facilitate the most productive use of our labor and 
other resources to make that kind of growth possible. 

I want to emphasize the need for serious government attention to 
this issue. 

The challenge and the potential of the Soviet bloc need not grow 
into a threat, and from a threat into a dangerous reality, if the United 
States—its Government and its free-enterprise system—make that 
free-enterprise system demonstrably strong. Proof of that strength is 
more than proof of our economic capability; it is also an important 
part of the world image of the United States as an example of political 
democracy and economic and technological progress. Those are im- 
portant contours of the terrain of economic warfare on which an 
important part of the cold war is being waged. 

As of now, there is no crisis in the area of Soviet trade with the free 
world—certainly nothing requiring a crash program of any kind. 
But there is a need for a sustained effort to make the most of our 
capabilities, to expand the volume of our two-way business with the 
rest of the world, to help the less developed areas move more rapidly 
and with better policies toward economic advancement, and to 
strengthen the instrumentalities of trade cooperation in the free world. 
I emphasize the latter point. 

All of this will confront the Soviet bloc with stiff competition that 
will add to existing limitations on its ability to dump goods or cause 
aaa disruptive developments whatever the motivation, in world 
trade. 

The success of that free world effort will prevent a Soviet threat 
from becoming a reality. It will also induce sustained insistence by 
free world countries that the Soviet bloc countries follow rules of 
sound commercial practice, as set by international agreement. 

Whatever the true circumstances surrounding the alleged dumping 
of aluminum, tin, and other commodities by the Soviet Union, it 
should be noted that in the case of tin the Soviet Tinion has agreed 
to cooperate with the members of the International Tin Agreement 
with respect to future marketing of its exportable supplies of that 
commodity. I understand there is some reason to believe that these 
controversial Soviet exports, while somewhat disruptive in effect, were 
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not designed to be disruptive, but were based rather on the need for 
foreign exchange, or grew out of planning errors. 

A healthy, well ordered world marketplace has a kind of self- 
enforcing ethics; if the Communist countries want to expand their 
trade in that marketplace, they will know they will have to behave 
according to the rules laid down by that system. This is not to over- 
look the perplexing difficulties that will accompany the formulation 
and enforcement of workable rules to which state trading nations 
can be expected to adhere. 

The speed and purposefulness of the Soviet effort across the board 
is suggested by the 4-year cycle that featured the atomic bomb in 
1949, the hydrogen bomb in 1953, and the sputnik in 1957—followed 
2 years later (perhaps the start of a new and shorter cycle) by the 
moon shot of 1959. 

This offers one measure of the concern we must give the Soviet bloc’s 
explosive plans in the area of economic relations with the less devel- 
oped sectors of the free world. 

Senator Monroney. Thank you very much, Dr. Steinberg, for your 
very fine statement and for your help to the committee in reaching 
all of the witnesses. 

I notice that you mention that the Soviet economic offensive started 
in 1953, and on page 11 you underscore “I want to emphasize the 
need for serious governmental attention to this issue.” 

Do you feel that because of the luxury we have enjoyed with a very 
favorable trade balance through most of the postwar years has caused 
us to agree to let down our guard, to be less attentive to the detail or 
the exploitation of our export trade and world commerce than the 
situation required ? 

Mr. Srernzerec. Yes, sir, I believe that. I think we have let down 
our guard. 

What I am asking for in this paper, as well as in another paper I 
am presenting to this committee—what I am asking for is a greater 
Government attention and may I add greater attention by labor and 
business as well to making the capitalistic free enterprise system in 
this country demonstrably strong. And I think that Government 
has a real responsibility here. 

What I had in mind when I underscored the point about the need 
for increased Government attention to certain matters, what I had in 
mind specifically was the need for increased Government attention to 
the development of American acceptability—I will put it this way—of 
more imports from the outside world. 

Now, more imports from the outside world—I emphasize the less 
developed areas here—may possibly cause certain problems in certain 
sectors of the American economy; competition of textiles or other 
things. I think that these problems can be met effectively if we facili- 
tate the mobility of resources in this country; facilitate the shift of 
labor and of capital from less productive use to more productive use. 
And, if we can keep alive this kind of strength, I think we can be 
strong enough to import larger quantities of all kinds of goods from 
the outside world and in that way not only strengthen our own export 
markets, but also strengthen the resistance of the weaker countries of 
the free world to the blandishments and penetrating efforts of the 
Soviet Union. 
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Senator Monronry. You are probably aware of the depressed areas 
bill which has been before the Goniiiess upon which the Senate com- 
ere final action today. The retraining of employees in areas which 

ave had habitual unemployment because of the movement of economic 
progress to obsolete, or make less demands on their product. This isa 
step in the right direction, is it not? 

Mr. Srernpera. Yes, it is. That is exactly what I have in mind. 
That kind of Government attention to the needs of the weaker areas 
of our own economy. 

Senator Monronery. And do you not also think that we should have 
at least stimulation of the attention to the development of entirely new 
fields of products, products that are not now today made? 

I speak in terms of atomic reactors, sets that could be mass pro- 
duced, reactor sets that could be mass produced to supply power for a 
city of 10,000 that is perhaps halfway around the world from its 
primary energy sources. Desalinization plants that could be mass 
produced and could astound the world on what we could do with those; 
that we should look to the progressive items as we have to drop off, you 
might say, the manufacture of buggywhips or things that have 
dropped in our production and turn those less modern products over 
to quality producers of the rest of the world while we break new 
frontiers in the challenging, new, imaginative production. 

Mr. Sretnperc. That is right, sir. 

I recently had an occasion to tell a graduate seminar at City College 
in New York that a dynamic advancing society is always pricing itself 
and producing itself out of certain markets. 

The point is that certain parts get dropped off at the bottom and new 
products get put on at the top and we must accelerate this process of 
adding new, more dynamic, more sophisicated products to the top 
of our list of accomplishments. 

Senator Monroney. And certainly avoid the inefficiencies of cartel- 
ization or protection of the less efficient. 

Mr. Srernperc. Precisely. 

Senator Monroney. By bringing in new plants and new production 
methods. 

Mr. Srernperc. That is right, sir. 

Senator Monroney. Thank you very much, Doctor, for your very 
fine statement. 

The committee is very happy to have a distinguished guest, a mem- 
ber of the Greek Parliament, Mr. Constantine Mitsotakis here. Ac- 
companied by representatives of our State Department and the Greek 
Embassy. 

In keeping with the procedure that friendly parliaments are privi- 
leged to participate on the floor, we are privileged to have Mr. 
Mitsotakis with us on the committee to hear witnesses on expansion of 
foreign trade and the increasing of foreign trade with all other coun- 
tries of the world, including the problems that arise in relationship 
to trade with the Iron Curtain countries. We are very happy to have 
this distinguished representative of the Greek Parliament as our guest. 

I had the privilege only 2 weeks ago of being a guest in Athens at 
our meetings of the Inter-Parliamentary Union, which is an organiza- 
tion comprising some 50 countries of the world. The parliamentarians 
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of these countries were entertained most royally in our council meeting 
in the Greek Houses of Parliament. 

We are very happy to have as a return visit the distinguished repre- 
sentative of the Greek Parliament to see the processes of our Parlia- 
ment, of our Congress here at work. We are honored by this visit and 
are most happy to have him watch us in our work. 

We have many experts in foreign trade who have been testifying 
throughout these hearings and we have been hearing today from dis- 
tinguished members of the various colleges and economic research 
organizations to help us through the benefit of their advice and their 
studies on how foreign trade can best be promoted among the many 
nations of the world. 

Our next witness is Mr. Irving Lipkowitz of the Reynolds Metals 
Co. 

Mr. Lipkowitz, we are very happy to have you here and to have 
your testimony on this very important subject. 


STATEMENT OF IRVING LIPKOWITZ, DIRECTOR OF ECONOMIC 
AFFAIRS, REYNOLDS METALS CO. 


Mr. Lirxowrrz. Thank you, Mr. Chairman. 

In the interest of time, I would like to put my full statement into 
the record and I will just touch on some of the highlights, the points 
I raise. 

(The complete prepared statement of Mr. Lipkowitz follows :) 


STATEMENT OF IRVING LIPKOWITZ, DIRECTOR OF EcoNOMIC AFFAIRS, REYNOLDS 
METALS Co. 


“SOVIET DUMPING” AND FREE WORLD MARKETS 


I. “Soviet dumping” is a built-in threat of Moscow’s export trade 


“Soviet dumping” is an intermittent threat to free world markets. It is a 
threat which exists and would continue to exist even in the absence of ulterior 
political motives or ideological campaigns to conquer capitalism. What is com- 
monly referred to as “Soviet dumping” has occurred and could occur again as 
incidental byproducts of Moscow’s export trade. We are not dealing here with 
economic devils but with a market phenomenon which results from the inter- 
action between two profoundly dissimilar economic systems. 

One other point as to “Soviet dumping” needs clarification. In the free world, 
the charge of “dumping” is ordinarily made when export prices are less than 
either home market prices or those charged in other countries, or less than 
costs plus a reasonable profit. The proof of such dumping is complex even when 
it involves only free world countries operating under substantially the same 
kind of economic system. Where two basically different economic systems are 
involved, as when “Soviet dumping” in free world markets is under considera- 
tion, the problem becomes much more complicated. Aside from the difficulty of 
getting adequate data, there would still be the fundamental question as to how 
meaningful any comparison of Soviet home and export prices would be. Con- 
sequently, our concern here is with Soviet export procedures and policies and 
some of their effects on free world markets. “Soviet dumping,” as the term 
is used here, differs in much more than its geography from the dumping de- 
scribed in classical economics. 

Paradoxically, the trouble is that Soviet export trading agencies can operate 
with greater economic freedom in free world markets than private business can. 
Private companies cannot price their goods below costs and survive. Soviet 
trading agencies operate under no such capitalistic inhibitions. 

The private business corporation comes into the market burdened with the 
necessities of meeting payrolls, paying bills, and of earning a profit if it is to 
survive. Its producing, pricing, and selling responsibilities are all intertwined. 
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This interrelationship of costs, prices, and profits is the central governing mecha- 
nism of free world markets, whereby supply, prices and demand adjust to each 
other over a period of time. 

Soviet trading agencies come into free world markets on a much simpler basis 
than does private business. Under the Soviet system, each major industrial 
function, such as production, home distribution, or export sales, is the responsi- 
bility of distinct and separate government agencies. The separateness of these 
Soviet. agencies is no less real because of the master plan which guides and co- 
ordinates their activities along with those of all other Soviet entities, whether 
they be economic, political, military or cultural. The equivalent of the private 
business company, which must orient its production and pricing toward a 
profit objective, is nonexistent in the Soviet Union. Soviet agencies selling in 
free world markets thus have but one obligation with respect to the product in- 
volved: to dispose of it. They receive their export directives from the Soviet 
Ministry of Foreign Trade which, in turn, is closely linked to the Ministry of 
Foreign Affairs. Under this arrangement, the Soviet export selling agency has 
none of the pressures which bear down on private business: to recover a price 
which nets a profit. 

The success of a Soviet trading agency in a free world market is measured 
by the thoroughness with which it carries out the selling instructions its re 
ceives from the Ministry of Foreign Trade, not by the profitableness of the price 
it realizes. Where foreign exchange is the prime reason for a Soviet export, 
gross proceeds may be the sole basis for deciding what should be sold. The 
product chosen could be sold at a price which would mean a loss to a private 
business but, if it should bring in the desired quantity of foreign exchange, it 
would be a successful sale from the Soviet point of view. 

Soviet exports are unique in another respect. An industry in the Soviet 
Union wishing to purchase foreign equipment reportedly must export enough 
of its own product to generate the necessary foreign exchange. Thus, there could 
be exports even when a product is in short supply within the Soviet Union. 
Under such circumstances, the export price would not necessarily bear any rela- 
tion to costs or domestic prices. 

Free world markets, as presently constituted, cannot function properly if some 
competing sellers must sell at a profit or die eventually, while others can sell 
indefinitely without any regard for costs and profits. Yet that is the situation 
prevailing in any free world market where private business and Soviet trading 
agencies compete. Soviet dumping is a built-in threat of Moscow’s export trade 
structure under these conditions. To accept, without special safeguards, the 
peaceful economic competition which Soviet leaders urge upon us is to invite 
chaos into free world markets. 

The practical question is not whether the Soviet Union seeks to disrupt free 
world markets but whether in fact it does disrupt them. What happens can be 
seen by reviewing Soviet aluminum exports to Britain during recent years. 


IT. Soviet aluminum exports to Britain 


The first appearance of Soviet aluminum on the British market in significant 
amounts (about 3,000 tons) occurred during a very brief period, which began 
in December 1955 and ended early in 1956. Aluminum was in short supply at 
the time and the Soviet metal was rapidly absorbed, commanding premium prices 
which were 30 to 40 percent above the market price charged by the regular sup- 
pliers. Soviet aluminum disappeared from the British market early in 1956 as 
precipitously as it had appeared a short while earlier. 

After more than a year of absence, Soviet aluminum reappeared on the British 
market in May 1957. This time (there being no shortage) it was offered at a 
differential below the price charged by the traditional suppliers to that market. 
The prevailing price in Britain was 24.6 cents per pound at that time. Pur- 
chasers of the Soviet metal were reportedly assured of prices from 1.25 to 1.87 
cents below that level. The Soviet sales arrangements provided for automatic 
price reductions in the event that the market price dropped, until a floor price of 
22.5 cents, and in some cases 21.25 cents, was reached. 

The low prices of Soviet aluminum in the British market during 1957-58 could 
not be explained by low costs because, as far as is known, Soviet ores are of 
lower aluminum content and the productivity of Soviet aluminum plants and 
labor is lower than in the free world. 

The Soviet pricing formula has never been satisfactorily explained. Deputy 
Premier Mikoyan subsequently explained that Soviet aluminum had been sold 
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in Britain to pay for goods bought there and “had we not needed the British 
currency, we would have used the aluminum because our domestic requirements 
are growing, or we would have stockpiled it.”* This may well be the reason 
for the Soviet desire to export aluminum but it does not explain the unusual 
price policy which necessarily and automatically weakened the market. 

The separateness of the export selling function under the Soviet system from 
any capitalistic consideration of, costs or profits is indicated by the comments 
of Mr. Andrienko, a vice president of Raznoimport, the Soviet agency responsi- 
ple for nonferrous metal imports and exports. In response to an inquiry about 
1957-58 aluminum exports to Britain, he said, ““‘We merely carry out instruc- 
tions received from higher authority, viz, the Ministry of Foreign Trade.” * 
Apparently the sole function of this agency is to execute selling or buying 
orders. 

The very limited function of this agency was reemphasized when its vice 
president was asked for the kind of basic production data which are available 
from every free world producing country : 

“Actually we in Raznoimport are not really interested in the Russian statis- 
tical position. Unlike western European private metal trading organizations 
we do not have to bother our heads in order to discern the approach of booms 
and slumps or endeavor to forecast Coming trends. Our job is to buy and sell on 
ministerial instruction.” * 

If, as this statement implies, the Soviet export procedure does not necessarily 
require the exercise of business judgment as to market conditions, then these 
exports are a latent disruptive force in whatever free world market they appear. 

Soviet price tactics further weakened an already soft British market in 
aluminum during the latter part of 1957. Soviet shipments to Britain jumped 
from 1,898 tons during the first half of 1957 to 15,400 tons during the second 
half, or from 1.6 to 11 percent of Britain’s total primary aluminum supply. In 
January 1958, the British Board of Trade was petitioned to impose antidump- 
ing duties on Soviet aluminum. No official action was taken on the petition. 

The Soviet price differential was sharply tested in April 1958 when free world 
suppliers to the British market cut their prices 2 cents a pound. 


This brought 
their prices in the British market down to about 22.5 cents, which was where 
the Soviet price stood at that time. The Soviet price then dropped to 22.1 cents 
during April and to 20.4 cents by June, thus restoring virtually the same differ- 
ential that existed before the April 1 price cut. 

The maintenance of the Soviet price differential apparently was not used to 
generate larger sales. Soviet shipments declined during the first half of 1958 
and by the middle of the vear it was apparent that the Soviet Union was ace- 
tually withdrawing from the British market. In August, it was reported in Lon- 
don that “Russia is virtually unable to offer much metal before October-Novem- 
ber.” * The price differential had also narrowed, from 2 cents in June to less 
than 1 cent by November. 

In October the Soviet Union announced a voluntary quota of 16,500 tons a 
year on its exports to Britain. This was only 8 percent less than the shipments 
during the year ending September 30, 1958. This quota, however, seems to have 
worked well. There has been far less consternation over Soviet shipments to 
Britain during the year and a half since the qouta was set up than during the 
year preceding it. 

The slightly lower quota tonnage does not explain the reduced anxiety over 
Soviet shipments. Actually, Soviet exports to Britain during the calendar year 
1959 were 18,006 tons, a new high and 42 percent higher than the 12,652 tons 
shipped during the calendar year 1958—when considerable concern 
pressed over Soviet shipments to Britain. 

The explanation is to be found in these developments after the quota became 
effective : 


was e@x- 


1. Soviet adherence to its quota has eliminated some of the mystery surround- 
ing its free world sales. 

2. The prequota Soviet pricing policy of a constant or wide differential below 
prices charged by free world competitors was abandoned. 

3. Soviet shipments under the quota have been much more regular 


, from quar- 
ter to quarter, than they were previously. 





1New York Times, Oct. 3, 1958. 
* Metal Bulletin (London), July 1, 1958. 
*American Metal Market, Aug. 29, 1958 
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The British experience with Soviet aluminum suggests therefore that quotas 
may be effective in safeguarding free world markets from the disruptive effects 
of Soviet exports. 


Ill, Free world market safeguards urgently needed 

Economic isolationism or a quarantine of Soviet commerce is not likely to he a 
realistic solution to the dumping problem. Too many other free world nations 
already are trading with the Soviet Union on a much larger scale, relatively, than 
does the United States. But even the United States has increased its purchases 
of Soviet products sharply, from $17.6 million in 1958 to $28.3 million in 1959, 
Total Soviet exports are expected to be about 25 percent higher this year than 
last. More Soviet goods can therefore be expected to appear in free world 
markets than in years past. 

The prospect of more Soviet goods coming into free world markets makes it 
all the more imperative that adequate safeguards be created to avert the dis- 
ruptive effects which can be the byproduct of Soviet export procedures. Unfor- 
tunately, however, there are three groups who gloss over the problem of trading 
between private business and Soviet export agencies: 

1. Those who assume too glibly that more East-West trade, no matter what 
the basis, means more peace; 

2. Those who assume that, in the absence of identifiable malevolent political 
or economic motivations, we can do business with Soviet agencies on the same 
basis as with private business organizations; and 

3. Those who are concerned primarily with the short-term profits of doing 
business with the Soviet Union. 

The Soviet euphemism, “peaceful economic competition,’ is accepted all too 
quickly by these groups as a bona fide challenge. 

These groups fail to realize that the Soviet use of the term “competition” is 
not the same as ours. Khrushchev has made it very clear that he refers to the 
competition hetween entire economic systems, between the Soviet bloc and the 
free world. Where the rules, and machinery to enforce those rules, exist to 
assure a healthy and fair competition, there can he no objection to it, even 
between nations. This was demonstrated during the winter Olympics a few 
months ago when Soviet and United States ice hockey teams competed vigor- 
ously against each other. Unfortunately, however, in the economic field the 
present rules are designed, at best, to provide fair competition between pri- 
vate enterprises within the United States. There is no machinery at all which 
would make it possible for the Soviet Union and the United States to compete in 
the field of business under as equitable conditions as they did in the hockey 
rink. 

The need for specific safeguards now, not hopeful generalities, is underscored 
by the recent comment of Professor Hallstein, president of the Kuropean Com- 
mon Market's Administrative Commission : 

‘The West,” he said, “is faced with a gigantic buying monopoly that is buy- 
ing up raw materials from new nations that have trouble finding a market and, 
at the same time, is putting pressure on industrial countries by selling manu- 
factured goods with complete disregard to economic factors in the fixing of 
prices.’ * 

Vague generalizations about competition will not solve this problem. We must 
get down to specifics, to terms and conditions on which competitive trade can 
be carried on by private business and Soviet export agencies in free world mar- 
kets. The rules of doing business must be as detailed and clearcut and as 
binding on both sides as the rules of ice hockey were on the Soviet and U.S. 
teams during the winter Olympics. 

The problem is already an urgent one, even though direct Soviet exports to 
U.S. markets are relatively low. If the current drive to increase U.S. exports 
is to succeed, we cannot ignore Soviet penetration of other free world markets. 
Neither can we ignore the reaction of our own markets to any disruption which 
Soviet exports may cause in other markets. 

The free world market machinery which would assure healthy and fair 
competition between Soviet and private enterprise products does not exist 
today. If there is to be East-West trade on a mutually beneficial basis, such ma- 
chinery must be created. In any event, the problem of private enterprises 
and Soviet export agencies operating in the same markets faces the free world. 


4 New York Times, Mar. 29, 1960. 
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It is a problem which becomes more urgent as Soviet economic strength mounts. 
It is a problem we cannot afford to ignore or dismiss with a vote of confidence 
for Our Own economic system. 

The “Soviet dumping” problem will not cure itself. Soviet export policies and 
procedures, being what they are, keep the problem ever present and business 
competition, on its own, cannot cope with it effectively. Consequently, specific 
measures must be taken. 

As to specific courses of action : 

1. United action by the free world is required. What the Soviet does else- 
where in the free world affects our exports and also affects free world exports 
to the United States. Consequently, any action which affects only Soviet ex- 
ports to U.S. markets would prove wholly inadequate. 

2. The British experience with quotas on Soviet aluminum and tin should be 
thoroughly studied to see whether they offer an adequate answer to the problem. 

3. There have also been various proposals looking toward some form of gov- 
ernmental financial support for free world products wherever they compete with 
Soviet products. The general theory behind these suggestions is that Soviet 
exports have the automatic backing of Soviet resources and free world products 
must be similarly supported to compete on the same basis. 

4. Finally, an important group studying the problem suggested early this year 
that the industrial free world apply the antidumping rules laid down by GATT 
to Soviet exports when they disrupt markets.’ 

Until someone finds the solution—and nobody seems to have thus far—these 
and any other ideas should be explored vigorously by Government and industry. 

Your committee’s action in focusing attention on this problem is therefore 
most timely and I hope will stimulate the action necessary to develop the 
machinery required to prevent “Soviet dumping” from disrupting free world 
markets. 


Mr. Lirexowrrz. My area is going to be much narrower than that 
of the previous speakers. I am focusing my attention entirely on the 
question of Soviet dumpings. Also, I am confining it to the prob- 
lem of American private business, or of free world private business 
companies competing in free world markets with the Soviet Union. 
Not merely the question of whether or not we should sell to the Soviet 
trade monopolies but also this problem from the viewpoint of a com- 
pany which is in the business of making and selling the product 
rather than a company which is merely an importer and an exporter, 
a company that sells and buys the products of other countries. 

Now, from our viewpoint, and based upon the experience we have 
had in the aluminum industry, we feel that Soviet dumping is a 
built-in threat of Moscow’s export trade and throughout my paper 
I put Soviet dumping in quotation marks because we think it is funda- 
mentally different from dumping as we use the term in the capitalist 
world. 

Some of the previous speakers have pointed out quite accurately 
what we mean by “dumping” in the capitalist world. 

I think that Soviet dumping is a definite threat to free world 
markets. It is a threat which exists and would continue to exist even 
in the absence of ulterior political motives or ideological campaigns. 
What is commonly referred to as “Soviet dumping” has occurred 
and could occur again as incidental byproducts of Moscow’s export 
trade. 


We are not dealing here with economic developments but with a 


a 


market phenomenon which results from the interaction between two 
profoundly dissimilar economic systems. 


* Conference on Trade Policy, Jan. 27—28, 1960, summary, p. 9 
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I would like to now touch on very lightly what the experience has 
heen in the aluminum industry. 

Soviet aluminum has not come into the United States directly. It 
has had a very interesting impact on the English market. It first 
appeared in that market back in the latter part of 1955-—December 
1955—and early 1956. At that time aluminum was in short supply 
and the Soviet Union sold about 3,000 tons of aluminum then at a 
premium price, anywhere from 30 to 40 percent, and understandably 
since it was in short supply there was no complaint from the free 
world. People were glad to get the metal at almost any price, so 
they paid it. 

Soviet aluminum didn’t reappear until the middle of 1957. The 
market then was radically different. It was a soft market. The 
supply exceeded the demand and right from the start Soviet aluminum 
was offered at a price differential below the prevailing market price. 

Senator Monroney. How much below ? 

Mr. Lirxowrrz. Anywhere from a cent and a quarter to 2 cents. 

Senator Monroney. Percentagewise, what would that be? 

Mr. Lipxowrrz. That would be against a base price existing then 
of about 24.5 cents a pound. 

Senator Monroney. Four to eight percent ? 

Mr. Lirxowrrz. That is right. 

The percentage wasn’t significant. What was significant was ve 
formula. This was automatic. This was what you might call ; 
desealator. If the market price fell, their price fell automatic: sib 
The customer was assured of it being that much below whatever the 
market price became. 

This was already highly competitive market. The Canadian 
aluminum sources had been supplying them preponderantly but at 
this time there were others in that) market-—U.S. companies, Nor- 
wegian—and so whatever the byplay was among the free world com- 
panies, the customer of the Soviet would automatically get this cent 
and a quarter to 2 cents less. 

Senator Monronry. What happened? How long did this go on? 

Mr. Lirxowrrz. This started in May 1957 and as a result of that 
by the end of 1957 the Soviets had captured 11 percent of the British 
market within a few months’ time. 

Senator Monroney. T hi at would be in excess of 

Mr. Liexowrrz. They had shipped 15,400 tons in the second half 
of 1957 into the British market and because of this rapid input of 
Soviet aluminum a petition was put to the board of trade in London 
to invoke antidumping proceedings. 

No action was taken by the Government. 

In April of 1958, with Soviet aluminum continuing to come in, 
there was a cut in the world price of aluminum of 2 cents a pound, 
and automatically this descalator clause worked and the price fell un- 
til it was 2 cents below the new low price for aluminum. It reached 
that 3-cent differential by June. 

Senator Monroney. Did the free world then cut. below the Soviet 
price ? 

Mr. Lirxowrrz. No; they met it. In effect, it met it. 

Now, here is one of the interesting things. Some of the previous 
speakers were being very charitable and said that a newcomer has 
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to offer their material for less in order to get established. You would 
think now that the Soviet had made their beachhead they would capi- 
talize it and send in more aluminum. On the contrary, their alumi- 
num shipments declined, when this price cut went into effect, and 
they automatically met it. It kept declining, and in August the 
trade press in London reported “Russia is unable to offer much metal 
before October and November,” and the price differential began to 
narrow. Then in October the Soviet Union announced a volunt: ary 
quota of 16,500 tons a year on its e xports to Brit: un. This was only 
8 percent less than the shipments during the year ending September 
30, 1958, which was a real tough year. 

This quota, however, seemed to have worked well. ‘There has been 
far less consternation over Soviet shipments to Britain during the year 
and a half since the quota was set up than during the year preceding 
it. 

As Secretary Fisk mentioned this morning, they have ceased to rock 
the boat, so to speak. 

Senator Monroney. | think this has a bearing on possible future 
prospects. You said, T think, they shipped into the market about 
15.000 tons. 

Mr. Lirexowrrz. That is right. 

Senator Monronry. That would be what percent of the world 

Mr. Lirkowrrz. ‘The free world then was using about 3 million 
tons a year. 

Senator Monroney. This was an insignificant part: 15,000 tons 
versus 3 million. 

Mr. Liexowrrz. That is right. 

Senator MonroNry. When you lowered the price in 1958, the free 
world producers lowered the price 2 cents a pound, you had to lower 
that on the whole world use of aluminum or did you just lower it to 
the particular area faced with Soviet competition ? 

Mr. Lirxowrrz. Well, one of the difficulties in talking from within 
an industry is that you cannot generalize as easily as when you are 
on the outside. 

Here is what actually happened: The lead was taken by the Cana- 
dian producer. It announced it was going to lower the price every- 
where except the United States. In the United States the largest 
producer here took the initiative, because the Canadian company was 
a large participant. 

Now, there was no Russi an aluminum coming into this country and 
yet the United States, 3,000 miles away from where Russian aluminum 
was coming in, felt the reaction of this whole market situation. 

Senator Monroney. A half of 1 percent? 

Mr. Lirxowirz. A half of 1 percent. 

Senator Monroney. Lowered price of 9914 percent. 

Mr. Lirxowrrz, That is right. 

Now, there was some in the industry—for example, the Canadian 
company’s position originally was that this was not a cause and effect, 
that it was not directly due to the Russian aluminum, that they had 
lowered the price in order to promote larger markets. In other 
words, in a highly competitive market, wherever one is struggling for 
a sale under Soviet market conditions it always is hard to pinpoint 
and say this was the cause, but the fact is that in a Soviet market it 
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is so sensitive that 15,000 tons can tip the balance sufficiently so as 
to make it very much more likely that the price will weaken, 

So that the question of a simple cause and effect isn’t a significant 
thing. The significant thing as some of the other experts have inti- 
mated is, because we are constantly competing against each other, and 
since we cannot compete against the Soviet in their own markets, they 
can take full advantage of it, or if they happen to be selling for 
purely foreign exchange reasons at a time when we are that vulner- 
able, they can have that effect. 

I am dealing here with the effect of Soviet sales in the free world 
markets rather than with their motivation. I am saying their moti- 
vation isn’t what is of concern to the practical businessman. He has 
felt the effect. And it is the fact that we do not have a defense 
against the effect that is primarily disturbing to the businessman, and 
that is what I would like to focus attention on. 

Senator Monroney. I wanted to get this whole story on the record. 
It is the first time we have gotten it in these hearings, and it is an 
example of how one-half of 1 percent can be the tail that wags the dog. 

Mr. Lipxowrrz. That is right. 

Senator Monroney. And how we meet that threat, whether through 
purchases of the dumped goods at a loss, perhaps, and then feed it 
into stockpiles, or something, or whether you choose to dump into 
other markets that they may be sensitive to, is a problem that may 
have to be confronted someplace down the road with concerted action 
of some kind. 

Mr. Lirxowrrz. Yes. 

Now, one of the interesting results of this whole situation is that 
since this quota was adopted there hasn’t been this concern, and 
actually this cannot be explained by any lessening of the tonnage of 
Soviet aluminum moving into the English market. Neither can it 
be explained by there being any kind of a shortage in the English 
market. There still is an ample supply. There is no indication of a 
shortage. 

Actually, Soviet exports to Britain during the calendar year 1959 
were 18,600 tons, a new high, and it was 42 percent higher than the 
12,652 tons of Soviet aluminum which came into Britain during the 
calendar year 1958, when there was all this commotion and concern 
about Soviet dumping in the British market. 

And so as we see it, this is the consequence because the quota— 
since the quota has become effective, Soviet adherence to this quota 
has eliminated some of the mysteries surrounding the free world 
sales. 

Another factor is that the prequota Soviet pricing policy of a con- 
stant or wide differential below prices charged by free world com- 
petitors was abandoned. Once they had the assurance that they could 
sell 16,500 tons without a lot of commotion, they didn’t find it necessary 
to offer that kind of a differential. 

And, thirdly, the Soviet shipments under the quota have been much 
more regular from month to month and from quarter to quarter than 
they were during the preceding year. And so this experience in the 
British market suggests that quotas may be effective in safeguarding 
free world markets from the disruptive effects of Soviet exports. 
This is one experience with one material. 
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Senator Monronry. Was there any concomitant agreement of Rus- 
sia to buy more British products that led to this settling down of the 
aluminum situation there in imports from Russia at the quota estab- 
lished, which was, as you say, reasonably high ? 

Mr. Lirxow1rz. There have been bilateral trade agreements between 
Soviet and the British which preceded and have followed their quota 
arrangement. This quota arrangement was superimposed upon their 
trade agreements. I don’t think there was any other quid pro quo 
for it. 

The implication, although there has never been an official announce- 
ment, is that until this quota was established the board of trade was 
still technically considering antidumping action. And once the quota 
was established they abandoned the antidumping. That presumably 
was the consideration. 

Now, I should like to skip to page 11 of my statement. 

Senator Monronry. Your whole statement will be included in the 
record, 

Mr. Lirxowirz. Thank you. 

The Soviet euphemism “peaceful economic competition” is accepted 
all too quickly by these groups asa bona fide challenge. 

For example, in this morning’s Washington Post there was reference 
to a Soviet journalist saying, “Why, we can trade with one another. It 
is just like Coca-Cola competing against Pepsi-Cola.” 

And it is that kind of lure, that it is just that simple, which is what 
we have to watch out for. 

These groups who think that we can just accept the challenge fail to 
realize that the Soviet. use of the term “competition” is not the same as 
ours. Mr. Khrushchev has made it very clear that he refers to the 
competition bet ween entire economic systems—bet ween the Soviet bloc 
and the free world—where the rules and the machinery to enforce 
those rules exists to assure a healthy and fair competition, there being 
no objection to it, even between nations. 

This was demonstrated during the winter Olympics when the Soviet- 
U.S. ice hockey teams competed vigorously against each other. Un- 
fortunately, however, in the economic field, the present rules are de- 
signed at best to provide fair competition between private enterprises 
within the United States. There is no machinery at all which would 
make it possible for the Soviet Union and the United States to compete 
in the field of business under as equitable conditions as they did in the 
hockey rink. 

Now, some of the previous witnesses have indicated that, such as 
Mr. Pisar’s reference to a possible treaty. There are some of the 
mechanics that. might be Bel ser to provide some of these ground rules 
which would enable two different systems to compete. But, actually, 
as we use the word “competition,” it is a product of free world capital- 
istic enterprise. 

Senator Monroney. To try to get back to your hockey analogy, they 
have a market completely controlled of 1 billion people whereas the 
market of the free world is divided up into many different teams: 175 
million Americans, 50 million British, 50 million French, and so on, 
who do not act in concert, and actually are not playing under the one 
direction of the team, such as their billion consumers can be played in 
their way of competition. 
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Mr. Lirpkowrrz. And their goal has an iron curtain right around the 
front of it, too, because we can’t compete in their market. 

Senator Monroney. Only when they want to let it through. 

Mr. Lirxowirz. That is night. 

Now, skipping to page 13, I feel that the Soviet dumping problem 
will not cure itself. Soviet export policies and procedures being what 
they are, keep the problem ever present, and business competition on 
its own cannot side With it effectively. Consequently, specific meas- 
ures must be taken. 

As to specific courses of action (1) united action by the free world 
is required. What the Soviet does elsewhere in the free world affects 
our exports and also affects free world exports to the United States. 
Consequently, any action which affects only Soviet exports to the 
U.S. markets would prove wholly inadequate. 

(2) The experience in Britain with quotas on Soviet aluminum and 
tin should be thoroughly studied to see whether they offer an ade 
quate answer to the problem in some industries. 

(3) There have also been various proposals looking toward some 
form of governmental support for free-world products wherever they 
compete with Soviet products. The general theory behind these sug- 
gestions is that Soviet exports have the automatic backing of Soviet 
resources, and free-world products must be similarly supported to com- 
pete on the same basis. 

Finally, an important group studying the problem suggested earlier 
this year that the industrial free world apply the ant tidumy ing rules 
laid down by GATT to Soviet exports when they disrupt m: ala ts, 

Until someone finds the solution—and nobody seems to have thus 
far—these and any other ideas should be explored vigorously by Goy- 
ernment and industry. Your committee’s action in focusing attention 
on this problem is therefore most timely, and I hope will stimulate 
the action necessary to develop the machinery required to prevent So 
viet dumping from disrupting free-world markets. 

Thank you very much. 

Senator Monronry. Thank you very much. 

Your reference to GATT would apply to the free world, which ave 
members of GATT, working out ground rules under which we can 
quota the dumped goods. 

Has there been any study by those in the export field of whether 
Russia would ever be a possible member of GATT? Is that expecting 
the impossible ? 

Mr. Liexowrrz. I noticed in the press the other day that the Soviet 
representatives in Geneva have applied and have been turned down 
very recently. This is a matter of within the last 2 or 3 weeks. Now, 
just how formal an approach that was, I really don’t know. But 1 
think one of our problems is this question of the fundamental differ- 
ence and the use of our term of trading. It is still in a fog in this 
country. 


In other words, I think we have to sort of clarify our own thinking 


and form a team on our side before we begin to work out the specific 
machinery which will do the trick. Some people feel all we have got 
to do is let the trade barriers down and somehow we can compete, then. 
We can always outtrade them, and there isn’t a problem of trading: 
this is a problem of their buying and us trying to sell, and without 
any opportunity to really compete. 





es Th 


ss ws es 4 





FOREIGN COMMERCE STUDY 165 


Senator Monroney. There is no genuine effort, generally, to have 
a free market ? 

Mr. Lirxowrrz. That is right. 

Senator Monroney. Or to comprehensively supply a free market ? 

Mr. Liexowrrz. That is right, or to be a regular supplier. For 
example, those who want to put as pleasant an interpretation as pos- 
sible on the aluminum experience, said, “This is their way of becoming 
a regular supplier.” 

They have not done what a regular supplier would do; namely, 
once they have made a beachhead, bring in additional supplies. We 
are accustomed to thinking of dumping as representing large tonnages. 
This was much more of a sharpshooting operation, or a very tempo- 
rary effort to get some additional foreign exchange. 

But the mere fact that it had no political motivation didn’t lessen 
its impact on an already soft and oversupplied free-world market, 

ou see. 
: Senator Monroney. Thank you very much, Mr. Lipkowitz, for your 
very helpful testimony. 

Gar next witness, Mr. J. Anthony Marcus, Institute of Foreign 
Trade, New York City. 

Mr. Marcus, we are very happy to have you here to participate in 
this very interesting and fruitful discussion on foreign trade problems. 


STATEMENT OF J. ANTHONY MARCUS, INSTITUTE OF FOREIGN 
TRADE, NEW YORK, N.Y. 


Mr. Marcus. Mr. Chairman, I am very happy to be here with you. 

Eleven years ago Plain Talk magazine published an article by me, 
“Soviet Trade Policy in the United States.” I raised the question 
being discussed here today. I am glad I waited 11 years to live long 
enough to come here and to emphasize its predictions made 11 years 
ago. 

Ta I said, my name is J. Anthony Marcus, with offices in New York 
City. My residence is also New York. I was born and educated in 
Russia, in prerevolutionary Russia. I came to this country alone at 
the age of 16. 

In 1946 I organized the Institute of Foreign Trade to help American 
industrial firms with their foreign trade problems. Until recently 
president of the Guardian Oil Co. and Sandrock Oil Co. as a 
/ 4 eae 

began my foreign-trade career in January 1917, with the U.S. 
Bureau of Foreign and Domestic Commerce in Washington. I re- 
signed in 1920 and since then I have acted as buyer, seller, negotiator, 
and investigator for American firms in foreign countries, including 
the Soviet Union. 

My first business contacts with Soviet trading agencies in Europe 
and Russia began in 1924. Since then I have visited the Communist 
paradise on numerous occasions, traveled extensively all over the coun- 
try, met with many of its leaders and, able to speak many languages 
used there, I have managed to get to the hearts of the people, the simple 
people, the victims of the Soviet tyranny. I have thus had a first- 
hand opportunity to see the country rise from a state of economic, 
industrial, and military impotence to its present world-menacing 
position under the ruthless sledgehammer drive of a fanatical band 

561076012 
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with an alien ideology called communism, imported into Russia from 
Europe by Lenin, Trotsky, and a few other criminals. 

For 10 months in 1932 I acted as commercial consultant to the 
Amtorg Trading Corp. in New York. Moscow was then sending here 
men who knew nothing about buying and still less about selling in a 
free-enterprise country; very few knew any English at all. One 
day the sole American member of the board of directors, a former class- 
mate of mine at George Washington University, Washington, visited 
me and asked me to help reorganize the business operations. The new 
vice president, Gavrilov, was dissatisfied with the way things were 
then going. He was helpless himself because he knew no English and 
later on I discovered that he was the “mysterious” person on the 
board—a member of the dreaded secret police in Russia. 

The nature of the Amtorg monopoly and how it functions: Within 
days after forcing its rule upon the Russian people in November 
1917, the Soviet Government created the foreign trade monopoly. 
From the very beginning it was designed to serve the overall plan 
of world revolution, infiltration, subversion, sabotage, creation of 
chaos in all economic branches of non-Communist countries. 

What is the nature of the trade that monopoly is seeking? To buy 
our consumer goods? No. Throughout the past 42 years the Soviet 
peoples have experienced perpetual famines in the most urgent 
necessities of life, but their rulers would not buy anything abroad. 
Why? 

First, to import American consumer goods would be a great adver- 
tisement for capitalist America. The Russian people would be quick to 
compare their shoddy, inferior products with the superior ones from 
America where the workers and farmers were supposed to be starving, 
according to Soviet propaganda. It would expose one of their big 
lies; it would be bad propaganda for the Kremlin. 

Second, the purchase of our consumer goods would help our em- 

loyment, help the capitalist system which they are out to destroy. 
Conandnists are smarter than we are. They don’t help their enemies. 

What, then, do they want to buy from us? Listen to the Soviet 
Deputy Foreign Minister Aleksei V. Zakharov speaking in Geneva 
on April 10, 1958: 

What we want is an exchange of experience and materials on a commercial 
basis; an exchange of technical information; an exchange of patents and agree- 
ments for production licenses. 

A very innocent request had it come from a civilized government 
which lives up to its obligations, but a very dangerous one coming 
from the most violent enemy of America which has an unbroken 
record of violating all its obligations. It is very dangerous, indeed, 
when it comes from a regime which interprets reciprocity as, “You 
give us everything and we give you nothing,” a regime which believes 
in the old Russian adage: “If you don’t cheat, you don’t sell.” 

If we are stupid enough to fall into this Soviet trap, we will soon 
discover that they would copy our production machinery and methods 
for consumer goods in order to flood the world in ruinous competi- 
tion with us. They would learn how to manufacture our production 
tools and use them not only for their own industries but to sell them 
abroad to our customers at lower prices in order to drive us from 
those markets and make us an easier prey of their grand designs. It 
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would not result in raising the standard of living in Russia because, 
as Lenin had said: “I spit on Russia. This [Russia] is merely one 
yhase through which we must pass on th road to world revolution.” 
Tn other words, the Russian people are merely guinea pigs for the 
ruling clique of the Soviet Union in its quest to communize the world. 

Who isthe Amtorg? The Amtorg Trading Corp. was incorporated 
in the State of New York in 1924 or 1925. All business between 

Russian and the U.S. must go through the eye of that needle. The 
entire stock is held by the Torgpred—Soviet trading representative. 
He is the direct representative of the Ministry of Foreign Trade, and 
also holds powers of the foreign office. He is usually accompanied 
by a mysterious character, with powers even greater than his, rep- 
resenting the dreaded secret police. 

Here we have a branch of the world’s most ruthless, tightest 
monopoly in the world right on American soil. Operating under a 
charter from an American State, yet it is immune from the antitrust 
laws of the United States. While our Federal Government presses 
prosecutions against our own business firms for real or imaginary 
violations of antitrust laws, Amtorg Trading Corp., a direct arm of 
the Soviet monopoly conspiracy, is sitting pretty and thumbing its 
nose at our laws. 

Amtorg acts as single buyer and single seller for a country of 210 
million people and is at the same time the shining example for the 
other Iron Curtain countries under its heel. If our free enterprise 
economy is to survive and prosper, it must protect itself from the in- 
cursions of the trade vultures of our times—the totalitarian govern- 
ment monopolies. If monopoly is bad within a country, it is even 
worse in the international arena where totalitarianism has complete 
domination of all branches of their respective economies. 

A few examples of how Amtorg operates: 

1. Take the lumber and forestry products. The Soviet domestic 
monopoly sends to the United States a representative to sell their 
products. Amtorg sets him up in its general offices to supervise the 
operations. He is supplied with secretaries, salesmen, interpreters, 
bookkeepers, banking facilities, ete. The same is true of all other 
Eenopoly branches handling ores, metals, foods, flax, linens, drugs, 
chemicals, plantium, machinery, and equipment. 

2. What about exports? For imports into Russia, machinery and 
equipment, for example, there is a special agency known as Tekhno- 
promimport—technical industry imports. Their representative from 
Moscow is accredited to the Amtorg where he has his offices and all 
the necessary facilities to contact American producers. Catalogs are 
solicited, firms are visited and entrance to their factories and labora- 
tories persistently sought. Published and unpublished material soon 
begins to flow into his office for classification and shipment to Russia. 
_ Our domestic buyer or one from the free countries is not interested 
in knowing how the seller produces his machinery and equipment. 
All he wants to be sure of is the excellence of the machine, the costs 
and availability of spare parts when needed. If he does want to 
produce the machine he has to secure a license and pay royalties on 
the patents. But the superduper Soviet monopoly respects no patent 
rights. It has already stolen here and elsewhere technological data 

worth possibly tens of billions of dollars and will continue to do so. 
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If any American firm ever dares to enter into exchange of patents 
or licensing agreement on his products with the Soviet monopoly, 
he will be cheated at every turn. He will never receive what he is 
supposed to get from Russia on their discoveries, and will be afforded 
no true accounting or inspection rights if they are using his patents. 
Anyone who fails to heed this warning will pay dearly and will fully 
merit the treatment. 

3. Madam Paulina Zhemchuzhina, wife of the former Forei 
Minister Vyacheslav Molotov, hater extraordinary of the United 
States, for example, came to this country representing the perfumery 
and cosmetic monopoly. ‘The Russian masses lacked the most ele- 
mentary necessities of life, but to show off to the world and enhance 
its prestige, the perfumery industry had to be developed at great ex- 
pense. With offices in Amtorg quarters, she began collecting samples 
of our products. Thinking that a great new market was around the 
corner, American manufacturers jumped at the opportunity. Ac- 
companied by chemists and engineers lis was readily admitted to our 
plants and laboratories. Like all other Soviet spying commissions 
parading under the guise of “buying commissions,” she procured 
everything needed not only for production in her department but for 
the machine tool industry to manufacture our equipment in viola- 
tion of our patent right. And when she felt she had had all she 
wanted, she announced that some urgent business required her return 
to Moscow, and with her went all the bulging cases with the loot 
readily given her by our innocents in the industry. 

4. In 1936, monopolist chief Anastas I. Mikoyan, mastermind of 
the trade war against the United States which they usually call 
“peaceful competition,” visited our factories and laboratories from 
coast to coast. A few of our people were wiser, and either refused 
admittance or exacted $100 per day for the privilege of letting them 
see their production methods. When he left, the middle of October 
1936—I traveled with him on board the SS Normandie on my way 
to witness the concert tour of my late wife, Emma Rodell—Mikoyan 
left behind him in New York a very capable engineer named Morozov. 
For several years he collected the most detailed information from all 
leading American food-manufacturing firms. Very rarely he bought 
a single item to be copied, but the shop drawings and blueprints suf- 
ficed to help the Soviet machinery-building industry to copy them. 
He did an excellent job for his boss, and America is all the poorer 
today for having aided in this looting of our technological store- 
houses. 

This system prevailed in all other industrial items of the Soviet 
economy, with thousands of their spying commissions coming and 
going, roaming our land at will, received mostly in the usual Amer- 
ican graciousness, suspecting nothing and knowing nothing of the 
designs of their guests who usually smiled, did not forget to thank 
for the gifts, promised to write, but were never heard from. 

5. To facilitate the looting of our know-how, Amtorg created in 
1924 the Amtorg publishing division and issued in Russia a valuable 
magazine for the young Soviet industry “American Engineering and 
Industry.” The masthead of the magazine stated: “The editorial 
material is geared to Soviet industrial requirements and serves as 4 
direct aid in the solution of actual technical problems there.” All 
very, very true. 
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Instead of serving to help make sales, the priceless materi ial pub- 
lished in the magazine month after month actu: lly made such sales 
unnecessary. Topflight engineers of our American companies, hoping 
to secure orders by bringing their name to the attention of the Soviet 
industries, wrote outstanding articles for Amtorg which were trans- 
lated and published in the journal. I am holding in my hand two 
issues of the magazine dated November and December 1947, contain- 
ing articles by General Electric Co. engineers entitled “The J. R. 
High- Speed Circuit Breaker and How It W orks,” “General Electric 
Spiracore Transformer,” and an article by Dr. K. P. Harris on 
“Mechanical Refining of Shellac.” 

Most of the articles in the journal were written by Russian en- 
gineers on the Amtorg staff who were given access, by virtue of Am- 
torg solicitation as the all- powerful buying and selling agency, to 

materials which would otherwise not have been available to th em. 
Not only did the publication of this most valuable magazine which 
was printed here and mailed to all industrial enterprises in Russia 
cost Amtorg nothing—because the income from the advertisements 
paid for by Americans made it unnecessary—but it actually made 
money on our gullibility. 

Periodic ally, Amtorg publishing division would issue an encyclo- 
pedia, packed full of invaluable articles written by American engi- 
neers in hope of securing orders, paid for by the hundreds of thousands 
of dollars provided by American advertisers. This was a clever way 
of stealing our technology and making us pay for it at the same 
time. The fraudulent bait was contained in the following editorial 
statement on the top of the index page, as follows: 


Familiarizes the Soviet Union with latest developments in the field of 
American engineering and industrial practice. Devoted to the promotion of 
closer technical and trade relations between the United States and the Soviet 
Union. 

This, of course, is an out and out lie. Far from promoting “closer 
technical and trade relations between the United States and the So- 
viet Union,” it has served to make the Soviets self-sufficient by giving 
away our technology without pay, and at our own cost in brain- 
power and advertising costs, as well as building up a deadly com- 
en for our products in foreign countries, 

A personal experience with Mikoyan might be helpful to our 
cor mer itions dreaming about trading wit rh the enemy. 

For milk distribution, the Soviet Union used the prehistoric earthen 
pot. A friend of mine had developed a paper bottle container for 
milk, automatic from forming the container to having it ready for the 
consumer. I offered to make a sale of it to the Soviet food industry. 
I went to Moscow, and in conference with Mikoyan, then commissar 
in charge of the food industry, at 2 a.m., in his oflice, advised him to 
jump over the glass bottle era and walk right into the paper con- 
tainer world. I told him frankly that it cost us $20,300 to produce 
the machine. I asked him to ps ay us $250,000. It sounded to a like 
highway robbery. But I told him that since his method is to buy 
one unit, copy it, and use it for his own country and export ahead 
we, in America, where people had spent hundreds of thousands if 
not millions of dollars in trying to develop the container would have 
to be compe nsated for our trouble. I told him that we would be elad 
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to charge him a fair price if he would buy 20 machines a year over a 
period of 10-15 years. He chose to buy one unit. 

From the moment the blue prints were delivered to the machine 
building company. in Hamilton, Ohio, until the machine was packed 
and shipped, two Soviet engineers were there watching the construc- 
tion. Alternates came and went—men who would ultimately operate 
the machine and those especially from the Soviet machine building 
monopoly which would build it. This was a standard procedure. 

While our machine was being built in the shop, I discovered a 254- 
foot howitzer-boring machine being assembled for the Soviet Union’s 
coastal defense. There, too, Soviet engineers were on hand from 
beginning to end. 

7. Within the Amtorg setup was a representative of their moving 
picture industry engaged in distributing their propaganda movies in 
America. His most important mission, however, was to procure the 
latest technology of our projectors and cameras. As bait, they held out 
the fact that the country needed tens of thousands of units. 

One manufacturer, at least, agreed to let them have two cameras for 
testing purposes. About a year passed by and no word from the 
Leningrad office. Then the two cameras were received from Russia. 
They did not even have the courtesy of reassembling the cameras after 
having stolen the secrets of its construction. 

8. One of my clients had a subsidiary manufacturing petroleum- 
refining equipment. I had investigated the Soviet antiquated re- 
fineries. One day the Soviet Oil Trust Commission in the Amtorg 
office received instructions to place an order for our heat exchangers. 
Their engineers frequently visited our plant in Buffalo. While one 
witnessed the construction work, others roamed around the factory, 
helped themselves to soldering rods, making notes, asking questions. 

P.S. Koolagin was the chief engineer of the mission. He invited me 
to lunch one day and then asked me to accompany him to his office. 
He was unusually sweet to me and I was sure he wanted something. 
He confided to me that he had been asked to return to Moscow. Could 
I help him out by giving him some valuable information. I knew that 
his life would not be worth a kopek if he returned emptyhanded. I 
suggested that he write out what he wanted. 

Here, Mr. Chairman, is his memorandum to me in his own writing. 
He wanted to know the type of material used for cana] entrances, 
pipe bundles; also: 

Changes in specifications of material, depending on the working temperature and 
pressure; limits of application of grey cast iron, alloyed cast iron, copper, steel, 
etc.; changes of specifications according to liquids or vapors that pass through 
it; the influence of passing liquids upon the metal of the pipes, water, acids, am- 


monia, sulphuric products, etc.; methods of protecting the body of heat ex- 
changers from corrosion— 


and much more to that effect. 

Needless to say, he never heard from me or the company. 

9. During the early period of Soviet industrialization in_ the 
thirties, their spying missions would return home and boast about 
their accomplishments in the United States. Here is a typical ex- 
ample as published in the Moscow Izvestia while I was there, signed 
by N. I. Malkov and K. A. Myachookov, administrator and chief en- 
gineer glass project of the Light Industry Ministry. They told the 
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Soviet readers that during the three and a half months in the United 
States under the Amtorg guidance, they had visited many of our lead- 
ing plants and secured “over 7,000 shop drawings of the latest 
models of machinery and mechanisms” to manufacture feeders 
for the automatic delivery of glass drops to the machines, also units 
producing a very large assortment of dishes, bottles, jars, etc. 


America’s glass industrial experience will be utilized for our glass industry— 


the report concluded. 

It was not an empty Lenin boast when he wrote to the German Com- 
munist Party in 1921: 

We have now a Communist army throughout the world.* * * It is our duty to 
build up and organize this army, to train it in all sorts of movements and 
struggles, in attacks and retreats.* * * 

France, Italy, and other countries have millions of them now. 
America has its share of card-carrying Lenin soldiers and more fel- 
low travelers who are either misguided or too ignorant to know what 
they are doing. And when the party orders a comrade to leave his 
family and position and proceed to a given point where he could se- 
cure employment in a factory manufacturing something the Soviets 
want to steal, he obeys at the drop of a hat. The shameful thing 
is that I have yet to find a single American on our side of the battle- 
line equally as zealous and devoted to freedom to be willing to sac- 
rifice his all for the American cause. I challenge our army of psy- 
chiatrists to explain why. 

Why the situation is worse than prior to the war: Lest someone 

think that such espionage is the work of some overzealous Soviet 
engineers seeking to ingratiate themselves with their superiors, per- 
mit me, Mr. Chairman, to quote from the book “I Chose Freedom” 
by Victor Kravchenko, the Soviet top engineer who defected from the 
technical mission in Washington in 1946: 
Whatever the specific work of a Soviet representative a major part of his 
obligation is also to obtain all possible data about American business firms, 
technology, military affairs, scientific processes and the like. These were part 
of the explicit instructions which I received before leaving the U.S.S.R., and 
they were constantly reiterated by commission officials. In the closed party 
meetings, we made no secret about the fact that accumulation of economic 
data and all other useful information must be paramount in our minds when 
visiting American factories and offices. 

Mr. Chairman, this situation is today far worse than in Kravchen- 
ko’s times or my days in the Soviet Union and with Amtorg. Speak- 
ing in Chicago on April 26, 1960, last week, Mr. William C. Sullivan 
of the FBI’s research section on domestic intelligence, told the annual 
Military-Industrial Conference: 

We have noticed an almost desperate reemphasis by the Communist bloc 
on illegal espionage activities during the past few years. The emphasis, natu- 
rally, is in scientific, technological, military, and industrial data which will 
strengthen the Communist bloc. At the same time they are alert for any and 
all information which will enable them to weaken the United States through 
propaganda or subversion. 

Two factors, Mr. Chairman, are contributing to this upsurge of So- 
viet espionage here. First, instead of one nest of that dirty rat in 
the Soviet Embassy, we now have a whole string of satellite embas- 
sies aiding the Moscow group. I would be glad to elaborate on that, 
if the committee so desires. 
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Second, since the lamentable Geneva Conference in 1955, despite 
its total failure for our cause, there has been a relaxation of restric- 
tions, and vigilance. We have been experiencing another honeymoon 
with the Moscow murderers. The delegation exchanges have worked 
in favor of the enemy and to our detriment. Our gullible scientists 
are only too eager to help their colleagues of the Soviet Union and 
priceless data is now moving in that direction, while we are getting 
nothing and never will get t anything. There is still a law on the 
Soviet book providing the death penalty for any information to a 
foreigner. 

In 1958 an official of the State Department castigated the American 
chemical manufacturers for refusing to let Soviet engineers and 
chemists visit their laboratories and factories. 

I then stated in the press that even if the President of the United 
States and the Secretary of State would come and beg me on their 
knees to let those vultures enter my plant or laboratory I would 

categorically refuse. 

At the bottom of this gullibility and easy going mentality lies 
ignorance, ignorance of the true nature of the Communist enemy. To 
help dispel this ignorance I have caused the publication in English 
of the greatest book on sovietism in action by N. N. Krasnov, Jr., now 
out under the title of “The Hidden Russia.” 

After reading the Russian version I could not rest for 2 weeks. It 
is the voice of Russia’s millions dead and living. It has a warning 
message for this and other free countries which every sane American 
should know about. Either we heed it or we will join the many other 
countries which have vanished from the scene. “The Hidden Russia” 
by Krasnov is must reading, for it tells us our terrible errors in our 
dealings with the Soviets, how, with the scratch of a pen, we alienated 
untold millions of our loyal allies behind the Iron Curtain who alone 
can liquidate the Soviet nightmare without having our country de- 
stroyed or our Treasury bankrupt. 

How deep rooted is Soviet espionage ? 

10. How deep seated and persistent Soviet espionage is, the follow- 
ing experiences might prove instructive 

(a) In Moscow trying to introduce new sanitary equipment badly 
needed there, the chief engineer of the Light Industry Commissariat 
invited me to address about 100 construction engineers. They expect 
valuable engineering data from me as they have been in a habit of 
getting from Americans and other nationals. Instead they listened 
to a peptalk about the virtues of American vitreous china, cast iron, 
et cetera. “While your great leader Lenin has promised equipment in 
public comfort stations to be of gold under communism,” I told them, 
“they would do well to use in the meantime the highly advanced 
American variety and not so expensive.” 

(5) The officials realized they were licked. They tried another 
trick—a banquet with plenty of food and liquor. They did not 
realize that I was a total abstainer. By the time the feast ended at 
5 a.m. most of them were dead drunk. Instead of giving them infor- 
mation about machinery and methods of production, they gave me 
valuable information on the state of their industries. 

(c) But the chief engineer did not give up the struggle. He sent 
me a letter outlining the type of information he would appreciate 
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having. I welcomed the letter by special messenger from the Ministry 
to my hotel. Here, Mr. Chairman, is his letter in full. In transla- 
tion it reads that he wanted me to supply “drawings and photographs 
of all the equipment made by my company, descriptions and photo- 
graphs of the machinery used in the production of the above-men- 
tioned equipment, as well as the technology eae in their manu- 
facture * * *.” Of course, he is still waiting for 

It is not that [ am any smarter than my pt le colleagues in 
our industries, but relatively very few of our executives have made 
it their business to inform themselves on the subject. If they did, 
Mr. Sullivan of the FBI, whom I quoted earlier, would not have had 
reason to complain about the deplorable state of affairs. 

God knows I have made a strenuous effort to inform our people 
since August 1940 when I sounded the first alarm in the New York 
Times interview and have kept up a barrage of articles, lectures, 
radio speeches, etc. But our people’s eyes must be glued to the 
moronic TV shows to care about what is good for them. 

Here is a shining example of this ignorance and how deadly it is 
for us: 

The late chairman of the well known York Ice Machinery Co., Mr. 
Shipley, an outstanding engineer and industry builder, called on my 
boss, the late Clarence M. Woolley, chairman of the American Radiator 
& Standard Sanitary Corp., and complained about his inability to 
secure orders in Russia which needed his products so badly. I was 
called in to confer with Mr. Shipley. I interviewed his engineers 
whom he had sent to Russia. I examined the copies of the voluminous 
books of technical data they had given the Russians, also informed 
myself on how long the Soviet engineers then stayed in their York, 
Pa., plant and what they saw or what written information they 
received. They had given away sufficient technology to enable the 
Russians to manufacture the machinery themselves. 

This has been the experience of most American industrialists. The 
reason is very simple. The Soviets have a goal, a carefully worked 
out blueprint and a tried and tested strategy. Above all, they have 
the zeal to accomplish what they want, and are persevering relent- 
lessly and courageously. On the other hand, all we want is to be left 
alone. That is precisely what the Kremlin will not grant us. 

What, then is to be done? A few recommendations: 

No one will ever convince me that after our experience with this 
enemy during and since the Second World War one may expect any 
tangible results from another round of conferences with them. From 
Lenin down to the present Red czar, Khrushchev, they have repeatedly 
warned us that they will never deviate from their set course. ‘That 
being the case, I have been and will continue to be opposed to any 
economic and diplomatic dealings with the Soviet regime and its satel- 
lites. This is what the disinherited, enslaved, and exploited Soviet 
masses want us to do. If we return to this policy which prevailed 
under the administration prior to the advent of the late Franklin D. 
Roosevelt in 1938, the Russian peoples will bless us, and future genera- 
tions the world over will call us the s: aviors of civilization. 

However, if this is to remain a voice in the wilderness I hope, Mr. 
Chairman, you will permit me to make a few recommendations. 
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Itself the largest and most ruthless monopoly on earth, the Soviet 
Government rather likes free enterprise in the free world for the time 
being. It affords them the chance to squeeze our buyers and sellers 
with impunity. It looks askance upon combinations of manufac- 
turers, exporters, and importers who try to meet the Red monopoly 
with a united front. The Webb-Pomerene Act permitting the forma- 
tion of industry associations to better compete with cartels and 
monopolies in foreign markets has been on our statute books since the 
close of the First World War. It has been used very little. It is not 
suited to meet the needs created by an all-powerful totalitarian 
monopoly. 

Just because the Soviets don’t like to be faced by a united front of 
buyers and sellers, all the more reason why it is imperative for the 
U.S. Congress to enact legislation to strengthen America’s position in 
the economic war imposed upon us by the Soviet Union, 

I assure you that whatever is decided at the forthcoming summit 
meeting in Paris, if anything really is, the Soviet monopoly will remain 
as unchangeable as the rise and fall of the tide, as the rising and setting 
ofthesun. I therefore urge— 

1. That the Congress enact legislation compelling all Iron Curtain 
countries to incorporate under a special Federal charter and to be sub- 
ject to our antitrust laws. Instead of being known as Amtorg Trading 
Corp. or some other camouflaged name, the origin and nature of the 
organization be spelled out. “Branch of U.S.S.R. trading monopoly” 
would be a more appropriate name. 

2. The antitrust laws to be amended to permit our business groups 
to confront the Communist monopolies as combines. 

3. A national technological council of men from all industries, 
staffed with able specialists on the Soviet Union available to us from 
former Soviet escapees, should be formed to work out a plan how 
best to protect our industrial and scientific know-how from totalitarian 
piracy. Also to police their own members of the industries to comply 
with the regulations of the NTC. 

4. We must safeguard the sanctity of patent and trademark rights 
everywhere. The Soviets have been stealing both as they do not 
recognize our patent or trademark rights. While there is nothing 
we can do within the Soviet Union or its satellites, except to refuse to 
sell them our patented lines, which they can easily circumvent, we 
can and must do much in the world markets where Soviet monopolies 
operate. ‘Together with our foreign customers, we should prosecute 
violations of the Soviets in the local courts and to the fullest. If 
they sell machines copied from our patented lines without a license 
from the owners, we should file suits in cooperation with our local 
dealers and distributors. This should be one of the functions of the 
National Technological Council. 

5. The Soviet trading agency on American soil should be required 
to direct all business inquiries not to individual firms, but to the 
National Technological Council, just as our people are required to 
deal with their central trading agency, the Amtorg Trading Corp. 
It should be the Council’s task to determine as to whether or not 
it would be in the interest of our industrialists and the national econ- 
omy to buy or sell the items in question. 





wt hed rT OCU i 


— 





ime vpmww VY VwT*s ** 


eC oO 


or 


rr 
‘ 


FOREIGN COMMERCE STUDY 175 


6. An interdepartmental agency representing Commerce, Treasury, 
Justice, and State could act as advisory and supervisory group only. 

7. The NTC, the National Technological Council, could begin at 
once to educate our friends in the free world to follow our example 
and thereby for man international united front for dealings with the 
Soviet monopoly. Khrushchev and his brethren, especially Anastasi 
I. Mikoyan will, of course, yell their heads off. They will call us 
monopolists as they have been doing. We could then remind them of 
the old Russian adage : “No matter whose cow was mooing, you should 
have kept her mouth shut.” 

8. Since our technology does not stand still, and new models of 
machinery and equipment of greater productivity and more economic 
operation are constantly being invented, the Soviets will always be 
after them by hook or crook, mostly the latter. But it is our national 
interest to sell them consumer goods only. We could not and would 
not dictate to them the type of consumer goods they should buy, but 
if we are to sell them certain nonstrategic models of machines, we must 
use the tie-in method which the Soviets are so fond of using. To 
continue the present way of doing business with them is stupid and 
suicidal. 

There will be no doubt among us some people who will join 
Khrushchev and Mikoyan in denouncing us for adopting the policy 
above recommended. I can visualize men who have accepted favors 
and gifts, the famous troika, for example, the Lenin order or those 
who are seeking exclusive sales agencies in this country like the Soviet 
motor cars, join the Khrushchey-Mikoyan chorus. 

Someone will be stupid enough to counsel “not to needle the Rus- 
sians” out of ignorance or cowardice or both, since ignorance begets 
fear and fear begets cowardice. We might remind them that the 
Soviet gang has more to fear than we have. While they have some 
Lenin-Stalin soldiers here, we have tens of millions of loyal allies 
within the Soviet Union. 

Let them read “The Hidden Russia” by N. N. Krasnov, Jr., and 
they will find out what no diplomat, no journalist, no delegation ex- 
changes, and no tourists have ever heard of or seen in the Soviet Union. 
The tens of millions of embittered Soviet victims of the Soviet tyranny 
will never forgive and never forget what has been done to their loved 
ones and themselves. The less we give in to the wishes of their 
tyrants, the more loyal will they be to us and our cause of freedom 
which is theirs as well. 

If our Nation follows such a course, our allies within the Iron Cur- 
tain countries will be inspired to keep pressing for ever greater con- 
cessions and freedoms from their government, and the more they 
receive the bolder will they become to bring about an end to the Soviet 
nightmare. 

Failure to follow the recommendations will encourage the enemy 
both of the United States and the Russian victims. It will mean 
greater arrogance on the enemy’s part and more aggression. We are 
dealing with a far more dangerous Red Hitler than the maniac in 
Germany we have destroyed. 

There are among my friends men dedicated to the cause of our 
country, and we will be glad to assist your committee or any other 
branch of the Congress to set up the machinery which will serve our 
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best interests and save us from the ravages of the Communist 
monopolies. 

In an address on December 4, 1954, before the Fourth Alumni Home- 
coming of the New York University, School of Commerce, on the 
subject of trading with the Soviets, I said: 

But let no one delude himself or others into believing that he is going to 
outsmart the Soviet foreign trade monopoly or charm the Red beast. ‘The late 
President Franklin D. Roosevelt tried and failed. In trading with that powerful 
monopoly, we are at a decided disadvantage. As time goes on our position can 
grow only weaker and theirs stronger. For proof, look at the world map. Twelve 
once free countries with their teeming millions have been roped off from us; their 
great storehouses of raw materials needed for our industries are gone, the free 
potential market of more than one-third of the human race eliminated from our 
reach. Today that market is at the mercy of the resourceful, inhuman enemy. 
That market will remain a dead letter for us as long as the Soviet Government 
survives. 

Of course, there will be from time to time coexistence campaigns, peace and 
friendship campaigns, Malenkov, now Khrushchev, and Molotov might even 
crack a smile on occasion when speaking to our diplomats. But they will be 
nothing more than traps to attract the gullible, to influence the thinking of goody- 
gooders and ignoramuses. 

That was said nearly 6 years ago. There have been changes, to be 
sure, but only to the worse. There will not, cannot be pe: ace with 
Communists on terms of justice, reciprocity, genuine friendship, and 
freedom. It is not in the Lenin-Stalin-Khrushchev book. The situa- 
tion will change only when the Soviet sons of the slaughtered peasants 
and workers or tortured slaves whose numbers run into the tens of 
millions, the younger generations now manning the submarines, bomb- 
ers, t tanks, and other weapons forged by the Communist Party with the 
sweat and toil of Russian men and w omen, will turn their guns against 
the ruling clique and eradicate root and branch, the Soviet system 
Then will arise a Russia with which we can live in peace and eternal 
friendship. 

Senator Monroney. Thank you very much for your statement and 
for the recital of your past experiences. 

On our exports, I note that we have in 1959 sent only $7 million 
worth of goods to Russia, which would indicate a rather meager trickle 
of supplies. 

The committee, of course, is concerned with all trade and we are 
wondering how we can meet the Soviet trade offensive that has been 
mentioned here so often, in state trading with other countries, other 
than our own and other than our allies. There are 1 billion people 
that you might classify as neutralist countries, the newly developed 
and developing countries. 

Mr. Marcus. I would like to make this thing clear: We have a 
petroleum problem in the United States today. Ask a hundred thou- 
sand petroleum people why do we have this problem today. They 
don’t know why. They think because of the imports. 

Why do we have imports? Because American companies have 
invested billions of dollars in foreign countries to produce oil, and 
that oil should be going east but it is not allowed to goeast. They have 
roped off from us around 1 billion potential customers in many prod- 
ucts. We cannot get to them any more. 

We can get to those countries to export what the vice-deputy Prime 
Minister has said: machinery, equipment, technological know-how. 
Yes. Todo what? 
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Now, may I say to you, Mr. Chairman: The Soviet Government 
is afraid of the nuclear war. They have respect for our American 
technology. Therefore, the economic war is designed for the purpose 
of weakening us and bringing us down so that we can become an 
easier prey for the final kill. ; f 

Senator Monronry. They perhaps have more confidence in their 
economic warfare being successful than they would in the military 
way. 

Mr. Marcus. That is correct, Mr. Chairman, because they are a ruth- 
less single monopoly of a billion people. As Lenin once said, “When 
the day will come to hang the capitalists, they will furnish the rope.” 

That is exactly what we have when Amtorg tries to buy some ma- 
chinery and equipment. What happens? 10 or 15 or 20 American 
manufacturers are cutting each others’ throats trying to make the 
sale. The only way that can be done is through a united front. 

Senator Monroney. We try to have that and apparently they de- 
sire trade with Russia more than they do a united front with us in 
many respects. They being free countries and sovereign countries, 
we have no way of compelling their adherence, which Russia does in 
compelling adherence to her trade area. 

Mr. Marcus. You are right. In 1952 Stalin wrote his last article 
in the Bolshevik magazine in 1952, in which he said that the day is 
approaching when we will have surpluses to export to foreign coun- 
tries, on a large scale. 

Now, in the Soviet Union they don’t have to wait until there is a sur- 
plus for export. You take, for instance, in 1948. They sent ship- 
loads of grain to France and to Italy in order to bolster the Communist 
movement there, and destroy the free government. At the same time, 
in many regions in the Soviet Union they actually had severe famines. 
Now, they can take clothing off the backs of their own people and ship 
it abroad. In the Soviet Union the people have lacked the most nec- 
essary commodities of life, but they have said “You have to do without. 
We will not export it. We have to build a powerful Army, a power- 
ful Navy. We have to build up the heavy industries.” 

And, Mr. Chairman, may I tell you of an experience: In 1925, the 
vice chairman of the Soviet Iron and Steel Trust begged me to find 
a capitalist who would lend them $750,000 to buy necessary equip- 
ment, they were so down and out. And look what they have oc- 
complished. 

Senator Monroney. Do you have any idea what their gold supply is? 

Mr. Marcus. Nobody on earth—this is a dark, dark secret. You 
see, they have been employing primarily slave labor for many, many 
years. Twenty-five or more years. And most of those people have 
either perished in the gold mines, in the mines there, or of malnutri- 
tion, or they have come back broken in health and they don’t tell the 
sory. They can’t tell it. : 

Senator Monroney. But from your past experience in Russia, your 
knowledge, do you know of any great productive gold fields that have 
either been reopened or reworked ? 

Mr. Marcus. Ot course, the Lena gold fields were the biggest of 
them all. Whenever they find gold they don’t tell the world about it. 
They keep it as a dark secret. 
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Senator Monroney. I know they keep it as a secret. That is why 
I was trying to get an estimate. 

Mr. Marcus. You see, relatively very few of the slave laborers have 
ever escaped, or even after they were released they didn’t have the 
means. Where would they go? People like the grandson of the 
famous Russian General Kharasnov, who was a great anti-Communist 
writer. He managed to get out. Therefore, they released him be- 
cause he was a Yugoslav citizen. He wrote a book which I think 
every American should read. It will give you the real picture behind 
the Iron Curtain which no one has been able to see in the free world. 

Senator Monronry. Thank you very much for your helpful testi- 
money. We appreciate your being here. 

We would like to insert in the record statements by Mr. H. B. 
Luckett, American President Lines; a statement by the representative 
of the Moore-McCormack Lines, a statement by the Illinois Interna- 
tional Trade Committee of the Illinois Chamber of Commerce; a 
statement by Mr. Raymond Vernon, Harvard Business School; a 
statement by Mr. H. William Ihrig an attorney, and a statement by Mr, 
Harvey Williams, president of Philco International. 

(The documents referred to are as follows :) 


TESTIMONY OF RAYMOND VERNON, HARVARD BUSINESS SCHOOL, BEFORE THE 
SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 


Mr. Chairman, my name is Raymond Vernon. I am a professor of interna- 
tional trade and investment at the Harvard Business School. From 1946 to 1954, 
I was an officer in the Department of State. During most of that period, I 
worked on the development and negotiation of our East-West trade policy and 
our reciprocal trade program. In the last few years of my stay in the State 
Department, I was the Acting Director of the Office of Beonomic Defense and 
Trade Policy. I think it is right to say, therefore, that I have been concerned 
for well over 10 years with the range of questions which is before your com- 
mittee today. 

COMPETITIVE COEXISTENCE 


Your committee has invited my views on the problem of trade between the 
United States and the Soviet bloc. What I shall have to say relates entirely 
to the U.S.S.R. and its Buropean satellites. Communist China is another story, 
and demands a separate policy. 

I shall have to confess, right at the outset, that I find it a little hard to ex- 
press those views sensibly without saying a word or two on a larger issue—the 
question of how, or whether, we can “coexist” with the Soviet bloc, competing 
in the economic area rather than on the battlefield. You are all familiar with 
one version or another of Khrushchev’s challenge on the subject, which he has 
made on a score of occasions. In the October 1959, issue of Foreign Affairs, for 
instance, he said: 

“We say to the leaders of the capitalist states: Let us try out in practice 
whose system is better, let us compete without war. This is much better than 
competing in who will produce more arms and who will smash whom. We stand 
and always will stand for such competition as will help to raise the well-being of 
the people to a higher level.” 

The initial response of the United States to this extraordinary challenge was 
our first defeat. Confidently, we could have picked up the gauntlet. Instead, 
we have been sniffing suspiciously at the offer, turning it over eautiously, not 
knowing what to make of it. In the end, no doubt, we shall act as if we accepted 
it. The recent announcement by the Department of Commerce of a substantial 
relaxation in its export control licensing policy is a straw in the wind. Already, 
the Department is licensing U.S. businessmen to prepare bids for the sale of 
many types of industrial equipment to the Soviet bloc. 

I say that our initial response has been our first defeat because it betrays to 
ourselves and to all the world a basic unsureness in our own strength and our 
own ability. It is platitudinous to say that the battle between us and the Soviet 
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bloe is a battle for men’s minds; but like so many platitudes, the statement is 
true. Few battles of this sort have been won by sidling into the fray with no 
sure view of what we plan to do or where we expect to come out. 

So today I want to talk about one aspect of the coming battle—the trade rela- 
tions between the United States and the Soviet bloc. Tomorrow, I am sure, other 
witnesses will explore what can be done in an even more critical aspect of the 
struggle; namely, on our relations and those of the Soviet bloe with the under- 
developed countries of the world. In that area, too, there is the need for a 
planned vigorous approach. And there too, the possibility of success for our 
side is very real. 

THE SIZE OF THE OPPONENT 


Our fear and suspicion of the Soviet challenge stem from two factors. First, 
we find it hard to believe that Khrushchev means what he says. We suspect 
some Machiavellian maneuver, some adroit use of the trade device to achieve 
political ends. Second, we suspect that the Soviet bloc is better organized than 
the United States to manipulate its trade for political ends. 

We are right to worry on both these counts. But we would be mistaken if we 
supposed that the odds were hopeless and that the economic contacts which 
Khrushchev’s challenge demands are therefore best avoided. 

Soviet foreign trade is simply another instrument of Soviet national goals. 
It will be expanded or contracted, turned one way or the other, to serve those 
goals. But as long as the Soviet bloc operates a planned society, based on com- 
mand performance, it can only use the instrument of trade within fairly narrow 
limits. The Soviets would be the first to agree—indeed, they have repeatedly 
insisted—that a society based on their planning principles must be largely self- 
sufficient. No significant part of Soviet production facilities dares to depend on 
a continuous flow of materials from abroad for its operations. And no signifi- 
cant part of the Soviet productive system dares to rely on foreign buyers for its 
markets. 

In recent years, the Soviet bloc has been buying from outside sources at the 
rate of two or three billions of dollars a year. At best, this figure can only ex- 
pand modestly. Unless the Soviet system undergoes a drastic change, Soviet 
bloe imports cannot begin to approximate the $20 billion or so which the United 
States imports annually from the rest of the world. 

Still, a few billion dollars of foreign trade, strategically placed, can go a long 
way to further Soviet national aims. What if the Soviet bloc uses its trade to 
speed its economic growth, build its military striking power, or do mischief to 
the stability of the free world’s commodity prices? What can we do to prevent 
such results? There are no absolute safeguards against these risks; but there 
are safeguards. However, we must understand the nature of the risks first of 
all, before we can assess the adequacy of the prescriptions. 

First, let us consider the problem of military security. The theory of our 
domestic export control system and of the Battle Act is that uncontrolled trade 
with the Soviet blec might lead to a flow of war materiel to the bloc or of in- 
dustrial equipment necessary for a military buildup. But the Battle Act was 
enacted at a time when we had not really begun to assimilate the military im- 
plications of the atomic age. Today, it seems pretty clear that our export con- 
trol system is not having much effect one way or the other on the Soviet military 
potential and will have even less in the future. The Soviets have amply demon- 
strated their capacity and their will to divert a part of their productive power 
to missiles and nuclear weapons. Their stockpile of such weapons is the best 
measure of their capacity to wage a modern war to the death. The volume and 
composition of foreign trade can do little to affect the military outcome of such 
a war. 

As a matter of fact, looking back on the decade in which we have applied our 
security export controls, one is ruefully forced to the view that there is an ele 
ment of truth in Khrushchev’s appraisal of the effect of these controls. Khru- 
shchev has contended that the controls were helpful rather than hurtful to 
Soviet planners, by flushing up the Soviet economy’s vulnerable points a little 
earlier. When we cut down the bloc’s supply of natural rubber, the Sov’ >t syn- 
thetic rubber program acquired a higher planning priority. When we clamped 
down on the supply of complex bearings, the Soviet bearings industry was given 
the green light. If war had broken out in 1953 or 1954. one might have been 


able to say that our restrictive export policy was right. 


| Seen in the perspective 
of 1960, however, our policy may have done the U.S.S.R. a service. 
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If our policy has not held back the Soviet bloc in military terms, has it af- 
fected the bloc’s economic performance? The answer probably is yes. The 
Soviets might have grown even a little faster than they did if they had had free 
access to the bottleneck items—the electrical equipment, chemical plants, and 
machine tools—which their buyers were so eager to acquire in world markets. 
But as we look at the impressive annual rates of Soviet growth, we cannot help 
suspecting that all the effect we achieved was in lowering the third figure after 
the decimal point. And we achieved that result at some loss to our own growth. 
For when we refuse to ship chemical plants to the Soviet bloc, the loss runs 
both ways: The Soviets must build their plants at higher cost, to be sure; but 
we too lose some of the business on which our continued growth is founded. 

We come finally to one of the big current worries regarding Soviet trade—the 
concern that they may ruin our profit-and-loss economy by dumping products 
in free world markets. From time to time, as you know, Soviet sellers have 
offered some spectacular bargains on world markets and have knocked the props 
out from under some of our prices. Uninhibited by such considerations as the 
profit margin, are Soviet sellers likely to continue these tactics? 

They well may; but I believe that the risks are far smaller than is generally 
assumed. First of all, everything we know about Soviet trade tactics suggests 
that their prime motive in selling goods to industrialized countries is to earn 
foreign exchange with which to buy free world goods. Sometimes, they are 
overanxious for the exchange; sometimes they are ignorant of market conditions 
and clumsy in the pricing of their sales on the free world’s skittish markets. A 
few years ago, for instance, they created a crisis in the world’s tin market by 
offering too much tin too quickly. At other times, their offers of aluminum, 
benzene, and school equipment were made at lower prices than they need have 
been. 

But these incidents have been isolated affairs. And they have been followed 
at times by remedial action. Shortly after the tin incident, the Russians came 
to terms with the International Tin Committee, agreeing to cooperate with the 
Committee on future sales. And the Russian agreement to sell its diamond 
output through the De Beers diamond cartel is a dramatic tipoff of where its 
real interests lie. Indeed, there is no reason to doubt the Soviet claim that they 
would like nothing better than long-term sales contracts at fixed prices. If we 
agree to expand our trade with the Soviet bloc, we should certainly be sure that 
our antidumping laws are well oiled, to meet the special problems occasioned 
by state-trading countries’ sales. But we need not think of this problem as a 
very large one. 





A COURSE OF ACTION 


Having cut the Soviet trade threat down to size, one may still ask why the 
United States should try to expand its trade with the Soviet bloc. 

There are two answers to the question. One stems from the fact that the 
other countries of the free world are already in process of expanding that trade 
and plan to expand it further. This is a fact of life we cannot alter. But it 
is a trend we can shape and affect if we agree to participate in the movement. 

It is a little foolish and more than a little dangerous for each of the free 
world countries separately to undertake its trade negotiations with the Soviet 
monolith. Soviet negotiating tactics are centrally directed and well coordi- 
nated. To enter those negotiations without a common front is to invite a poor 
bargain for our side. Indeed, if the Soviet market should grow very much there 
is a real risk that the countries on our side will try to undercut one another 
with competitive offers in order to capture some of the proferred prize. 

The second reason is a deep-seated psychological one—-the one with which 
my testimony opened. The picture of the United States as timid and uncer- 
tain—unwilling and unprepared to enter in the trading game, yet allowing itself 
to be seduced into the operation by mincing little steps—is not being lost on 
other countries. If we are to respond to the challenge in a way which will do 
us credit, the response must be vigorous and forthright. 

These, therefore, are some of the steps I propose: 

The United States should invite all other free world nations to participate 
with it in the joint negotiation of a trade agreement with the bloc, aimed at ex- 
panding trade on both sides. The principles of the proposed agreement would 
follow those developed in the 1930’s when the United States and the Union of 
Soviet Socialist Republics succeeded in negotiating a series of bilateral trade 
agreements. That is to say, the free world would agree not to discriminate 
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against imports from the Soviet bloc, and would reduce its tariffs and other 
import restrictions on some of the goods in which the bloc had an interest. 
The bloc, in turn, would commit itself to a stipulated minimum volume of pur- 
chases, to be bought in free world markets solely on the basis of commercial 
considerations. Transactions would be in convertible currencies. 

The free world countries should also agree in advance to issue export licenses 
for all products listed in the agreement for purchase by the bloc. They should 
not agree to grant export licenses for any other types of goods. At the same 
time, they should demand of the bloc that it grant reasonable access of the free 
world’s businessmen to the plants producing items in which our side may have 
a buying interest, such as the new mass-produced Soviet machine tools; and 
they should seek assurances that sales of such stipulated products would be 
permitted if an interest in the products developed. Finally, the free world should 
demand the equivalent of patent licensing fees for any products copied and used 
in the Soviet bloc, wherever a valid patent relating to the product existed in 
the free world countries. 

No one has to be told that there are formidable problems involved in the nego- 
tiation of such an agreement. First of all, countries with foreign exchange prob- 
lems—this includes practically all the underdeveloped countries—would be un- 
able to go along; so the proposal, at best, must be thought of as a joint undertaking 
of the developed countries. Second, the technical difficulties of coordinating the 
free world’s negotiation are not insignificant. To the extent that any precedent 
exists, it is found in the procedures of the General Agreement on Tariffs and 
Trade—and even there, we do not have a precise parallel. Third, the proposed 
terms themselves—terms like buying “solely on the basis of commercial con- 
siderations”—are loose and will need more defining. Fourth, no agreement such 
as this would work well without a complaints procedure and the will to use it. 

Speaking from a background of some years’ experience with trade negotia- 
tions, I am prepared to guess that the technical problems can be handled. The 
real difficulties in making any such proposal do not lie there. It is the political 
issues which are the most difficult. If the executive branch should bring 
itself to make such a proposal, it would have to count on the Congress to amend 
our legislation to make it possible. We would have to alter the provisions of 
the Trade Agreements Act which require discrimination against Soviet products 
and which embargo the import of some Soviet furs. And we might have to 
alter some of the provisions of the Export Control Act and the Battle Act. 

Once the proposal were made, it would be the turn of the Soviet bloc to stare 
suspiciously at the American response to Khrushchev’s challenge. What they 
would then do, I cannot guess. But Khrushchev’s gauntlet has been flung. And 
until we pick it up, we are on the losing end of a psychological battle with the 
Soviet bloc. 

















TRADE WITH SovieET RUSSIA AND EUROPEAN SATELLITES—STATEMENT BY THE INTER- 
NATIONAL TRADE COMMITTEE OF THE ILLINOIS MANUFACTURERS ASSOCIATION 























The International Trade Committee of the IMA is of the opinion that expanded 
trade in nonstrategic products between the United States and the Soviet Union 
is desirable and may lead to improved relations between the two countries. 
Normal trade, however, cannot be conducted while an economic war exists. A 
prerequisite to trade negotiations is therefore the creation by the respective 
governments of an atmosphere conducive to the development of business on a 
practical and normal basis. 

The committee recommends that negotiations for a trade agreement with the 
Soviet Union should embody the following principles: 

(a) American citizens should be assured full protection of their rights includ- 
ing industrial property rights, contractual obligations, and the collection of 
debts. 

(b) Travel and residence of U.S. citizens in the Soviet Union should be free 
of cumbersome regulations. 

(c) Protecting and honoring of patents and trademarks by the Soviet Union. 

(d) Agreement by the Soviet Government and its satellites to observe trade 
practices prevailing among the free nations. 

(e) Membership in GATT (General Agreement on Tariffs and Trade). 

(f) Recognition by the Soviet Union of outstanding obligations such as lend- 
lease and other debts. 
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(g) Agreement by the Soviet Union to abide by international arbitration regu- 
lations as agreed to by other nations. 

(h) The trade agreement should also embody the “most favored nations” prin- 
ciple so that trade between the countries would be on a similar basis as trade 
between the United States and other nations. 


Moore-McCormack Lines, INC., 
New York, N.Y., April 29, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.8. Senate, 
Washington, D.C. 
TRADE WITH UW.S.S.R. 


Dear Mr. CHAIRMAN: I expect to be out of the United States at the time of 
your hearings, but am pleased to note that your committee is reviewing the 
various aspects of trade between the United States and the U.S.S.R.; I do wish 
to file this letter for the record. 

As you know, our essential trade route No. 6 includes service to ports in Poland, 
Baltic/East German ports, and Soviet Baltic and Atlantic ports. Toward the 
end of World War II, there were visions of increased commerce, the exchange of 
students, technicians, etc., between the United States and the U.S.S.R. and we 
actually estimated our vessel needs in anticipation of this Soviet business. 

Business not only failed to materialize but has actually worsened. As a result 
of this and a general world recession in shipping, many American ships are laid 
up and many more of them are operating at far less than capacity. Therefore, 
any improvement of the total volume of world commerce would obviously be 
most welcome to vessel owners, operators, shipside and shoreside personnel, ship- 
builders and repairers, and related industries. 

Before, during and since World War II, with the consent of the U.S. Govern- 
ment, we have acted as agents in the United States for Soviet-controlled vessels. 
In addition our vessels have called at Soviet ports with passengers and the lim- 
ited permissible cargoes. Officials of our company have visited the Soviet 
on many occasions. Frankly, our relations have been pleasant through the 
years. 

You will find attached a copy of the remarks by Adm. Robert C. Lee, our board 
chairman, before the East-West briefing session of the American Management 
Association in New York on November 12, 1959. This document necessarily 
ene our beliefs in respect to the trade between the United States and the 
U.S.S.R. 

When our vessels do call at Iron Curtain countries, they are subject to con- 
siderable delay for security inspection when they return to a U.S. port, and 
Soviet vessels are permitted only limited access to ports of the United States. 
The forbearance of the Soviet to retaliate in kind is at marked variance with 
the recent threatened and actual retaliation by the Arab bloc. 

We hope that your committee will take occasion to review and reevaluate those 
problems. They are governed apparently by ideological and political, rather 
than commercial considerations, and in those fields, we must admit our inability 
to evaluate the problem. While commercial and ideological rivalries sometimes 
do lead to strained relations, mutually advantageous commercial intercourse 
lessens the tensions and creates better understanding. 

That is the problem which your committee will have to evaluate and we are 
sorry that our contribution is so limited, but we cannot but wonder whether 
mutually advantageous commercial intercourse really is in any great degree 
inconsistent with different political ideologies—indeed, commercial intercourse 
would virtually disappear if dependent upon an identity of political or other 
ideologies. 

I thank you for your interest in this subject and for the opportunity to 
submit this statement even though I cannot be present at the hearing. 

Respectfully, 
D. B. Geppes, Vice President. 
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REMARKS OF REAR ADM. Ropert C. LEE, CHAIRMAN, Moore-McCormMack LINEs, 
Inc., BEFORE THE EAst-WEsST TRADE BRIEFING SESSION OF AMERICAN MANAGE- 
MENT ASSOCIATION—INTERNATION AL MANAGEMENT BRIEFING SESSION No. 1059-92 


Mr. Williams, Mr. Rundt, ladies and gentlemen, I was pleased to accept the 
invitation of the American Management Association to address their interna- 
tional management briefing session today, despite the fact that there is con- 
siderable reluctance among many American businessmen to be publicly recorded 
on this subject. Moore-McCormack, being strictly an oversea transportation 
company, has nothing to sell but service. To render such service, it is essential 
that we, who direct it, be reasonably familiar with the business of our shippers, 
and with the economic and political conditions of those ports of the world to 
which we run ships. Although we must know political conditions and poli- 
ticians, it is equally essential that we stick strictly to business and in no sense 
involve ourselves in international politics. For the last 30 years, I have been 
intimately associated with the United States-Soviet trade. I think my day-to-day 
experiences in that association would be the most valuable information that I 
could give you. 

According to my files, our first contract with the Russian trade was in 1925. 
At that time, there was in New York a German forwarding concern known as 
Derutra. Their home office was in Hamburg, with outport offices in the prin- 
cipal Baltic and Black Sea ports, including Leningrad. Their first booking 
with us was to load a vessel with a cargo of machinery, general, and one 
complete platinum dredge. The dredge was for mining somewhere in the Urals, 
and for quite some time was the object of much photographing and publicity, 
asit—a huge affair—was literally dragged across Russia. 

We continued carrying cargoes without much regularity until 1927, when 
Derutra discontinued operations and their American office was absorbed by the 
Soviets. It became Am-Derutra, and was a part of Amtorg, the Russian pur- 
chasing and sales organization in the United States with large offices at 165 
Broadway. 

Some time thereafter, business materially increased, and Amtorg and Am- 
Derutra operations were shifted to piers 6, 7, and 12, Staten Island. Besides 
the American Scantic Line shipments, the operations in Staten Island also 
included loading for the Black Sea ports on the American Export Line, as well 
as vessels chartered by Amtorg for both Baltic and Black Sea. While the 
eargoes consisted mostly of agricultural equipment, tractors, plows, harvesters, 
and Ford Motor products, other automobiles and parts, there was an astonishing 
miscellany, including entire plants that were purchased intact, disassembled, 
shipped to Russia and reassembled. 

In 1928 and 1929, I spent some time in Warsaw, Poland, in an endeavor to 
expand the American Scantic Line’s business into Central Europe. While there, 
friends suggested that I go on to Moscow and investigate the possibilities there. 
This I did, with very meager preliminary preparation. Fortunately, there was 
already established there quite a considerable American colony and a leading 
man, as I recall, was Colonel Cooper, an American engineer assisting the Soviets, 
in building the Dnieperstroy Dam. I certainly was not prepared for conditions 
that I encountered. I spoke no Russian and there was no English understood 
anywhere. My German was mediocre to say the best, and French was virtually 
a dead language in Russia then. It was something of a task just to manage 
to get a hotel room and a meal. 

However, from the very first, I found the Russian people, officials, and other- 
wise, to be friendly and apparently anxious to come to some kind of under- 
standing with us. I was not too long—I think about 3 weeks—in arriving at 
our first contract. The contract has been changed many times but still exists. 
From then until the outbreak of the war in September 1939, I was a frequent 
visitor in Russia and traveled extensively within the country. Our export 
to them was primarily heavy and light industrial machinery, steel sheets, elec- 
trical equipment, aircraft, and imports to us, cotton linters, licorice root, furs, 
wooden baskets, caviar in reefer, and full cargoes of wood pulp and manganese. 

At the break up of the ice in Leningrad in 1930, I loaded our SS Minnequa 
with a full cargo of Russian wood pulp consigned to a paper mill in Albany. 
When the ship arrived in New York, she was refused clearance by the collector 
of customs and lay at anchor for several days off the Statue of Liberty. I went 
te Washington and was received by President Hoover. I explained our situation 
with regard to the Minnequa, told him of my extensive experiences in Russia and 
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my belief that the Minnequa, which was being held up on the grounds that the 
eargo was prison-labor produced, should be released or else there should be no 
trade whatsoever with the U.S.S.R. He finally agreed and the ship was 
released. Thereafter, we had no further difficulties either here or abroad with 
the Russian trade on a political score. 

In November 1933, the U.S.S.R. was recognized by the United States, and 
shortly thereafter, their first Soviet-flag vessel, the Kim, arrived in New York, 
where we acted as its agents. Moore-McCormack’s American Scantic Line vessels 
at the same time opened the trade to Murmansk during the winter of 1933-34 
while Leningrad was closed with ice. 

Shortly thereafter, Am-Derutra was dissolved and Moore-McCormack became 
the forwarding agents for all U.S.S.R. inward and outward freight and general 
agents for the Sovflot vessels. For the years 1935-41, I find that our 
average yearly outward cargo to the U.S.S.R. was about 200,000 cargo tons. 

At the outbreak of the war in 1942, the United States directed us to form the 
Commercial Dispatching Corp. for the purpose of handling Russian cargo. There 
was some effort on the part of certain interests in Washington to force the forma- 
tion into other hands but the Russians firmly insisted upon us with whom they 
had done business so long. 

Thereafter, we handled lend-lease, commercial and military cargo from New 
York, Philadelphia, Baltimore, Norfolk, New Orleans, and Mobile to Persian 
Gulf and Murmansk. We also opened branches on the Pacific coast and shipped 
from San Francisco, Portland, Longview, and Seattle to Vladivostock. There 
was an enormous amount of cargo moved outward to Russia and Siberia during 
these war years by this corporation. The cargo was literally everything. As 
of interest, I cite the manifiest of a Liberty ship, the SS James B. Hickok. We 
loaded the following: 


Final engagement sheet, SS “James B. Hickok’”—Pier, New York docks, 
Brooklyn, bale 475000/9003 No. 9 


Tons | Cubic Cubie 


9 P-40 planes 68 22,894 || Reagent 208 
91 motorcycles.........------- 31 2,867 || Rubber compound... 
te cipinmcin 21,115 || Benzoic acid 
298 Chevrolet trucks_._-_----- 105, 358 || Potassium permanganate 
6 lots Studebaker parts (2d Diphenylguanidine 
year) 13, 321 || Benzyl chloride 

7 23,722 || Sodium bichromate 
8 medium tractors_.._....---- 4,048 || Potassium chlorate........--- 
2 lots plane spare parts. ._---- . 10,112 || Ethylene dichloride 
Heavy industrial machinery-.-| 520 |} Methyl! bromide 
Machine tools 9 38,002 || Monomethylparanedolphenol 
Radio equipment : 4, 133 
Marine equipment 458 || Tributylphosphite.-_ _.....-- 
Lubricating grease | z Accrodies gum 
Medical supplies | Ethylene chlorohydren-- -_--- 
Taree BAG GiDSB. 5. - cnn naseee Carbonyl iron powder... -.--- 
Canned meat.........-------- 
Carter spread_..........-..-.--| U.S. Army cargo (pallets) -... 

General 





Copper cable 

Russian war relief | 
Battery charging stations. .--- 
Steel tubing : Bottom cargo: 

id hike tL ent balectwns f Oonpet DETS..2.... 656 <4 
Overcoats and trousers. - - Rolled copper. --..-------- 
Cotton thread | ‘ 7! ea RE ee 
Woolen cloth | 3 ETM Ec cdo encase 
MR ne chek apa oe Steel loco tires...........- 
pO eee IG RN oid sccm cegtsinine 
te Bi ease § Steel strip 

Various chemicals. | TNA Uno ccabenda 
Synthetic camphor a Car wheels 

Sodium cyanide __- 26 SS a ee 
Paraphenatidin............-- , f POE as sdbacutagccdsas 
Pyrocatochine 
Strontium nitrate radio grade-| 5 ‘ Total 

Barium berylaate powder - - -- =—=— _[—=————— 
Paranitrochorbenzol 32! Total cargo booked 490, 645 
Polybutene.-...........-.- 7. Less cargo loaded on deck. -.-.}----.-----| 74, 150 
Methanol ; | 416, 495 
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In 1945, the Commercial Dispatching Corp. was dissolved and we resumed 
our direct agency relations. From 1945 to 1959 we moved considerable regular 
cargo approximately the same volume as prewar, and in addition some $400 mil- 
lion worth of so-called pipeline cargo. This was war material or lend-lease, 
ete., that had been manifested and tagged for export to Russia and it was 
decided that all such material should be moved on out to its destination. This 
was true not only of Russia, but of all cargo that was lend-lease, ete. In 1949, 
general export licenses were put into effect that required export licenses for 
goods moving to Russia. These became continually more difficult to obtain 
until finally the trade dried up. 

During the last couple of years, I had several interesting conversations with 
Amtorg and U.S.S.R. officials concerning the possibility of a resumption of 
United States-Soviet trade. On two occasions, I decided to go to Moscow but 
the trip was prevented by other important occurrences. Finally, in June of 
this year, I did make a trip to Moscow, where I spent a week looking the situa- 
tion over and conferring with Moscow officials interested in the trade. As 
usual, I was received with courtesy and kindness and was well housed, and 
well taken care of. My last trip to Moscow had been in March of 1939. As 
I have already indicated, I was intimately acquainted with Moscow and the 
conditions during that period of history. The change that I encountered was 
startling. It did not seem possible that it was the same city. To a considerable 
extent it was not, since I understand it suffered great destruction during the 
war. Rebuilding has been pursued with great vigor and with good results. 
It is a thoroughly presentable modern city. But, the greatest noticeable change 
was in the spirit of the people. The old air of distrust and furtiveness, the 
almost frightened avoidance of foreigners, had completely disappeared. People 
were curious, friendly, much more contented and happy—in fact quite normal 
human beings. The Kremlin grounds and many of the buildings in it were 
freely open to the public. The Moscow River had been extensively developed 
with the huge stone quays that are so characteristic of European rivers within 
city confines. The quays and the river itself was humming with traffic. I had 
conferences with officials, primarily of Sovfracht and Intourist, but spent most 
of my time just to reindoctrinate myself. I came to the conclusion that we 
should reopen our trade, and this we have already done to a small extent. I 
do not look for enormous expansion of trade no matter what develops, but I 
think there can and will be a reasonable amount of business transacted. 

I am still of the opinion that the Soviet foreign economic policy is basically 
to persist in political and economic aggression for the purpose of world domi- 
nation. On the other hand, I am inclined to agree with Mr. Khrushchev that 
our own policy is cockeyed, since we failed to recognize them for 16 years but 
had a thriving business with them and for 16 years recognized them and gradu- 
ally choked the business to death. We have traded with them in the past 
without in any way endangering ourselves. We can do it again and I see 
nothing to gain by sticking our heads in the sand and refusing to see what 
is there. They are progressing and progressing rapidly and they will be tough 
competitors. I am not in any sense qualified to pass an opinion on atomic 
possibilities, but other than that, I think that they would get nowhere in a 
war with us even if they had the desire. 

Actually, I rate the Communists as a proper challenge. Discontent, ignor- 
ance, and poverty make easy conquest for promising political opportunists, 
whether using Marxism or any other propaganda. If we have got a better 
system, and God knows I am absolutely certain that we have, then we had 
better be able to stand up and take it. I believe that we have a real need to 
come alive and that if we continue along our present path we will certainly 
lose out to changing world conditions. The persistent rise in U.S. industrial 
and agricultural costs has set up some real barriers in our international trade. 
Our automobile export and import situation is illustrative. The same is true 
for the export of agricultural surplus. It can go nowhere except for free. 
Our ridiculous pattern for settling management-labor problems, as exemplified 
by the steel strike, has got to come to an end or we will. If we are to escape 
the historical fate of empire, which is to rise to the peak of world power and 
then through its own stupidity sink into oblivion, this Communist threat might 
very well prove the needed incentive. United States-Soviet trade may produce 
some commercial profit, but, more important, it is, in my opinion, a sound 
policy from our own point of view and from a cold war point of view. If we 
are as good as we think we are and as in the past we have been, there is noth- 
ing to fear. 
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STATEMENT OF H. B. Lucketrt, AMERICAN PRESIDENT LINES, BEFORE SENATE 
COMMITTEE ON FOREIGN COMMERCE (FOREIGN COMMERCE Stupy GROUP) 


My name is H. B. Luckett and I am vice president of freight traflic, with 
American President Lines, Ltd., San Francisco, Calif. I am here by invitation 
extended by your committee chairman to give our views on certain aspects 
of the foreign assets control regulations as they relate to the transportation 
of China-origin merchandise in U.S.-flag ships. 

These regulations are administered by the Division of Foreign Assets Con- 
trol, a unit of the Office of International Finance, Treasury Department. The 
Federal Register (15 F.R. 776, Jan. 27, 1951) states that this Division ad- 
ministers controls over the assets in the United States of, and financial trans- 
actions by, China (except Formosa), North Korea, and their nationals for 
the purpose of preventing transaction which would be inimical to the interests 
of the United States. To the best of our knowledge these and related regu- 
lations effectively control the shipment and importation into the United States 
of merchandise of Chinese origin and accomplish certain other policy objectives 
affecting transfer of funds and securities, settlement of estates, etc. As 
regards the transportation of such merchandise, via Hong Kong to the United 
States, as might be authorized by the regulations, vessels of U.S. registry are 
at no disadvantage vis-a-vis vessels for foreign registry. It is not our purpose 
here to deal with trade between the United States and China in the broad sense, 
but rather to discuss the penalties, in our opinion completely unnecessary, 
imposed upon operators of American-flag ships in connection with the trans- 
portation of China-origin cargoes via Hong Kong to friendly foreign nations. 

Section 500.204 of the regulations states that “* * * no person subject to 
the jurisdiction of the United States may purchase, transport, import, or other- 
wise deal in or engage in any transaction with respect to merchandise outside 
the United States if such merchandise is: (1) merchandise the country of 
origin of which is China (except Formosa) or North Korea.” My company 
(and other U.S.-flag ship operators) regularly call at Hong Kong and provide 
service from there to other foreign areas. In our case, of particular interest 
as concerns this issue is our westbound, round-the-world service from Hong 
Kong to Singapore, India, Pakistan, Italy, and southern France. There are 
numerous foreign-flag ships serving these trades and certainly ships fiying 
the American flag are not needed by the shippers and consignees. Prior to 
issuance of the regulations in question, my company was the leading carrier 
in terms of volume handled from Hong Kong to our ports of call in the Medi- 
terranean. Now, of course, our participation is virtually nil. The foreign 
assets control regulations have no bearing upon the movement of cargo of 
China-origin to other than ports in the United States. It moves freely and 
in expanded volume year by year, as far as we can determine. Seemingly, 
about the only thing accomplished as regards this particular facet of the regu- 
lation has been the successful exclusion of U.S.-flag ships from the substantial 
revenues being disbursed for ocean transportation. 

It now is possible for U.S.-flag ships to transport between non-U.S. ports those 
items from Hong Kong now importable into the United States under the “certi- 
fication system” provided, however, that shippers first obtain appropriate certifi- 
eates from an agency of the Hong Kong government. This, to the knowledge of 
the Foreign Assets Control Division officials in Washington and in Hong Kong, 
is impracticable because, in the first place, the Hong Kong government is not 
prepared to undertake the issuance of the requisite certificates for other than 
trade with the United States, where the requirement is applicable to all cargo 
regardless of flag of the ship being used. Even if certificates were obtainable, 
it is inconceivable that shippers would bother with this added burden since 
there exists no need for certificates to effect shipment via other than U.S.-flag 
ships and, as stated before, there are ample foreign-flag ship services to meet all 
needs in the various trades involved. Another result of these regulations is the 
curtailment of freight traffic of Hong Kong origin, otherwise available to Ameri- 
ean flag ships, by reason of the fact that shippers frequently consolidate with 
merchandise of China origin necessitating, by virtue of this aspect of the regula- 
tions, use of other than U.S.-flag ships. 

It is likely that when the foreign assets control regulations were first adopted 
in 1951 there was expectation that friendly foreign governments in Europe and, 
perhaps, in Asia, would enact similar restrictions or controls. That has not 
happened and there appear to be no prospects of the situation altering. Under 
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such circumstances we feel fully justified in urging that the foreign assets control 
regulations be amended to permit the carriage of Chinese origin merchandise, 
via the port of Hong Kong, between non-U.S. ports by American flag vessels— 
cargo that now and for several years has been moving freely via services of our 
foreign-flag competitors to the detriment of American flag shipping services. 


STATEMENT OF H. WILLIAM IHRIG, ATTORNEY, MILWAUKEE, WIS. 


(General counsel of Vapor Blast Manufacturing Co. of Milwaukee and Paris, 
ete., and of Farmotive Equipment Corp., and of Hong Kong, China, and Far 
East Trading Posts, Ltd., etc. of Milwaukee, Wis., etc. Member of American 
Bar Association, Association of Immigration and Nationality Lawyers, State 
Bar of Wisconsin, etc.) 


As a part of the foreign commerce study of your committee, I appreciate the 
opportunity to discuss U.S. economic policy concerning the export and import 
trade with mainland China by the nations of the free world, including the 
United States. 

I will limit myself to the following aspects of this subject: 

“1, Allowing U.S. businessmen to directly trade with mainland China, as is 
conducted by the allies of the United States in Europe and in Asia. 

“2. A program for the United States to seek international trading areas to be 
provided for Americans doing business with mainland China under conditions 
which would adequately protect such business operations in mainland China.” 

I will not discuss U.S. trade with the Soviet bloc in Europe. 

For over 30 years I have studied the basic elements of the relations of main- 
land China to the United States in particular, and the problems of U.S. foreign 
trade with the Far East in general. 

I 


As to the U.S. foreign economic policy (along with that of Japan since May 1, 
1958) for a “total quarantine of all U.S. foreign trade’ with mainland China and 
with North Korea and North Vietnam, even as to nonstrategic items on the inter- 
national list approval for general license since 1958, to and by our COCOM 
allies, I wish to protest the continuance of the same, under present world con- 
ditions, as unfair to U.S. businessmen. 

Since the first commercial treaty between the United States and mainland 
China in 1844 until 1948, American policy has been to encourage such trade as 
being in the interest of both nations. 

Such foreign trade of mainland China, since 1949, had been limited by the 
restricted practical machinery to conduct barter with other nations. 

It is probable that, as Germany between World War I and World War II 
greatly increased its European trade in Eastern and Central Burope by the 
Hjalmar Schacht barter deals, so can mainland China do so, with the free world, 
if there is a free world system of an approved type for and barter set up under 
the leadership of the United States. 

But when the U.S. Government Treasury Department threatens or intimidates 
its businessmen with Treasury Department investigations, how can a U.S. busi- 
hessman, large or small, come to a barter deal with mainland China by himself. 

To negotiate a barter deal with mainland China includes the risk of U.S. 
Treasury Department harassment before such negotiations even commence. 

Recently the Japanese Ambassador spoke over the WTMJ-—TV station at 
Milwaukee. He said that on May 1, 1958, Japan gave up a $50 million trade 
of nonstrategic items with mainland China at our request because Japan, in re- 
turn, was getting a billion dollar export trade to the United States, which was the 
largest in Japan’s history. 

Few would quibble with the list of nonstrategie items our allies sell or barter 
to mainland China. However, for the U.S. Government to restrict U.S. business- 
men from trade with mainland China in the same items seems to lack a reality of 
= effect of getting in on the ground floor in such foreign trade of mainland 

na. 

Canada and the United Kingdom, as well as West Germany, France, and 
Italy, as well as other nations, allow their businessmen to trade with mainland 
China, but they cannot reexport such items to the United States. 
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The “certificate of origin” required for imports into the United States pre 
vents such mainland Chinese products to enter the United States. 

The primary purpose of such restrictions is hidden, if not confused. 

Persons of Chinese descent in the United States were told such restriction is 
to prevent their being blackmailed by ransom threats to their relatives still in 
mainland China. 

In the Far East, American travelers are told that such restrictions are to pre- 
vent access by mainland Chinese to foreign exchange which might be used for 
the procurement of war materials for mainland Chinese use against us and our 
allies. 

Many of us have heard of the starvation in many areas of mainland China. 
This may be the result of government collection of ever larger percentages of 
food raised because of the reduced barter value of said commodities from the 
limited market and transport system of the U.S.S.R. and its European economic 
bloc. 

If mainland China had two barter markets instead of one, undoubtedly its 
gross national fiscal need would be less in percentage because of a probably in- 
creased unit barter price from such enlarged barter. 

1. This brings me to make my first recommendation, that the Secretary of 
Commerce establish a clearinghouse for U.S. businessmen desiring to trade with 
mainland China. If the branch offices of the Bureau of Foreign Commerce could 
be contacted by U.S. businessmen to be advised as to what items mainland 
China has to export; if the Commerce Department would restrict the exchange 
exports to mainland China per calendar year to an equal dollar amount of im- 
ports to the United States, this would provide a start at a national exchange 
market plan between the United Staes and mainland China. 

2. The second recommendation is that U.S. businessmen should not be re- 
quired to possess “certificates of origin” to import and to pay for items of main- 
land Chinese origin which are on the general license to the COCOM allies of 
the United States since the Paris, July 1958, meeting of that group. 

3. The third recommendation is that the governmental international banking 
structure authorized by Congress be adapted to act as a clearinghouse for pay- 
ments of such commercial barter transactions between the United States and 
mainland China, to serve the local and correspondent banks of the localities of 
the U.S. businessmen completing such business deals with purchasing and selling 
organizations of mainland China, through the overseeing thereof of the U.S. 
Department of Commerce. 

4. An additional recommendation on this phase of foreign trade is that the in- 
ternational banking facilities authorized by Congress be also extended to the 
COCOM allies of the United States as to such foreign trade with mainland 
China. The policy of such COCOM commercial payments of such timed and 
balanced barter trade should come under the COCOM organization recommenda- 
tions. 

5. The COCOM organization should set up a quota system on an annual basis 
of the total barter deals to be divided between the COCOM nations’ exporters 
and importers so that there will be a total annual balancing of said barer be- 
tween mainland China exporting and importing organization and the free world 
allies. This trade might average between $200 million and $1 billion a year. 


It 


The integrity of mainland China economic system, deficient in foreign ex- 
change balances and metallic reserves in its banking system, would appear to 
require the segregation of free world foreign traders in mainland China. 

The self interest of mainland China would appear to indicate to the govern- 
ment leaders of mainland China that it should have a policy of encouraging 
foreign trade with the nations of the free world so long as the volume of 
Chinese exports increases without producing an unfavorable balance of trade 
against mainland China, which would have to be settled for in the hard foreign 
currencies. 

The quarantining by mainland China of free world foreign trade in interna- 
tional trading areas on the sea coasts of mainland China appears to be in 
furtherance of the preservation of the governmental organization of productive 
elements of the economy of mainland China. 

Persons familiar with the pride of the governmental leaders of mainland 
China contend that the mainland Chinese Government leaders would believe 
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that the establishment of international trading areas on its sea coasts in main- 
land China would be repugnant to their high national purposes of a self-sufficient, 
progressive, powerful nation. 

If such mainland Chinese Government leaders were convinced that such inter- 
national trading areas were in the self-interest of mainland China, I believe 
they would, themselves, propose such instrumentality to be added in their 
economic programs. 

Such international trading areas should first recognize the administrative 
and territorial integrity of such international trading areas as special govern- 
mental provisions of the Central Government at Peking in aid of improving 
the living standards and economic programs of such government and its people. 

Such international trading areas should have excluded from them “settle- 
ments” and “concessions.” 

Such international trading areas should provide for leasing of the lands 
within such international trading areas for the use of all of the private in- 
dustries and business organizations of the several nations in the free world 
acting together in COCOM. If there is a uniform law and administration by the 
Central Government at Peking of this international trading area as a part 
of the Government and control of the import and export trade of mainland 
China with the business interests in the free world nations included in COCOM, 
there should be an elimination of the national subservience of such international 
trading areas to any one foreign nation of the free world, with each of them 
being advised of the efforts of the others. 

Such international trading areas should be large enough to provide for the 
industrial complexes now the secret of high volume production and low unit 
costs in the free world. 

The treaty basis between mainland China and nations of the free world for 
their several and joint use of such international trading areas should provide 
for uniform and most-favored-nation treatment but such commercial agree- 
ments should also provide for the maximum practical use of the Chinese labor 
supply and of Chinese raw materials for the manufacture of products for export 
to other nations in the Far East from such international trading areas as well as 
for the importation of such manufactured products into mainland China. 

Such international trading areas should provide a keystone for a favorable 
balance of trade by mainland China with its neighbors who are its traditional 
marketplace. 

The 75 so-called open or treaty ports in mainland China prior to Pearl Har- 
bor, through which the principal exports and imports of mainland China were 
handled should not be any part of such international trading areas herein re- 
ferred to. 

While the mainland Chinese Government might seek to have such international 
trading areas embrace some of the 75 so-called open or treaty ports in mainland 
China, it would appear to me that the free nations should insist that the need 
for modern industrial manufacturing complexes and modern water and air 
transportation facilities should provide for such international trading areas as 
foreign trade instrumentalities of the Peking Government to be located on the 
seacoast near the main inland river estuaries and not within mainland China, 
as was the case between 1842 and 1941. 

Adequate electric power generating plants, water and fuel supplies, adequate 
water carrier loading and unloading facilities and docks, uniform shipping 
facilities for raw and semiprocessed articles manufactured from such raw 
materials and farm products, ete., require a central planning of such manufac- 
turing and handling facilities in such international trading areas. 


Ill 


Since mainland China has to rely on overland trade routes for much of its 
trade with India and Burma, as well as U.S.S.R., as well as on water trade 
routes based on commerce along the China coasts, and because of the present 
location of the rail and truck routes in connection with the main Chinese river 
ports, it appears that such international trading areas useful to the free world 
to enlarge the foreign trade of mainland China, should be in the beginning 
located between Hong Kong and Canton in the south and between Shanghai and 
Hangchau along the central coast of China and along the Shantung Province 
coast where present tansportation facilities would also be available to Manchuria. 

As a part of the commercial treaties with mainland China for the use of such 
international trading areas by the private business of the free world nations, 
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uniform provisions should be made that from the custoins collections on the 
imports from such international trading areas into mainland China, allocation 
should be made for the payment of the claims for still existing private property 
which has been taken over by the mainland Chinese Government from the na- 
tionals of such free world nations with whom the mainland Chinese Government 
makes such commercial treaties. 

I urge that the best interests of the mainland Chinese Government, to obtain 
the maximum utilization of such international trading areas to enlarge its 
foreign trade, would result from such mainland Chinese Government demon- 
strating to the free world that such presently existing foreign property, of which 
it is now in possession, should be compensated for, at least from the proceeds of 
this new international trade venture. 

Such international commercial agreements providing for such international 
trading areas should have a private claims commission included within it to 
settle the outstanding claims of private parties whose property has been taken 
over—and is presently existing in mainland China. It would appear that 
presently existing property taken from the use of its foreign private owners 
since the commencement of the Sino-Japanese military operations after the 
peace treaties of World War I should be included in the claims investigation 
and settlement of foreign claims arrangement. 

In free China, between 1936 and 1948, the Government of the Republic of 
China restricted its imports and exports. Between 1936 and 1948 such Govern- 
ment of the Republic of China had always to be concerned with avoiding an 
adverse balance of its foreign trade. Its government policy, which applied to the 
foreign trade of mainland China with the present nations of the free world, as 
well as with its foreign trade with the U.S.S.R., required the limitation of its 
nonessential foreign trade—both as to imports and exports. 

The Foreign Trade Corporation Act of the Republic of China before 1949 
required the branch corporations in mainland China of foreign interests to be 
regulated and restricted just as were the Chinese people themselves engaging 
in such import and export business. 

An examination of the items imported and exported by mainland China before 
the end of the civil war in 1948 discloses that mainland China has many items 
and much volume of the products of its farms, mines, and industries to export 
which can be imported by the free world nations without surfeiting the do- 
mestic business of the free world. 

An analysis of the imports of mainland China between the end of World War 
I and the end of the Chinese civil war in 1948 discloses that the free world 
business interests have a very large interest in the reestablishment of normal 
commrcial trading relations between the free world and mainland China. 

Th people of the United States and of the other free world nations are inter- 
ested in the reduction of international tensions by the resumption of normal 
commercial relations with mainland China. The protection and assurance by the 
U.S. Government as a world leader, that mainland China shall remain strong 
so as to be able to preserve world peace in its area of the world as well as do its 
part in the world fight against undue inflation and deflation, should be ap- 
parent to the Government of mainland China. 

There appears to be an immediate need for a governmental policy by the U.S. 
Government to induce the resumption of international commercial trade between 
mainland China and the United States and the other nations of the free world. 
I urge that the first step be taken by the U 8S. Government to relax the quaran- 
tine of trade between the United States and mainland China in the items which 
are not considered strategic items under the Battle Act of 1951, or under any 
other foreign economic policy legislation now in effect. 

I also urge that a realistic setup be provided in the Department of Commerce 
through which the barter-trade opportunities with mainland China can be util- 
ized by the U.S. businessmen. 

I also urge that the U.S. Department of State undertake the negotiation of 
agreements with mainland China for educational and cultural exchanges, as 
were negotiated with the U.S.S.R. 

I also urge that negotiations for the resumption of normal trade relations 
between the United States and the free-world nations with mainland China be 
undertaken under the leadership of the United States, in which the economic 
system of mainland China would be respected and in which the interests of U.S. 
businessmen would be advanced, as by the establishment of international trading 
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areas in mainland China, which in every way would recognize the sovereign 
independence of the Chinese people. 

In making these recommendations I am mindful that nothing should be done 
to undermine the separate de jure recognition and independence of the Republic 
of China now governing the island of Taiwan, etc. In discussing the govern- 
ment of mainland China I am excluding from its sovereignty the island of Tai- 
wan, under the sovereignty of the Republic of China. 

When the United States negotiates normalization of its trade relations with 
mainland China it should also encourage the same normalization of commercial 
relations between mainland China and Hong Kong, the Republic of China on 
Taiwan and Japan, as well as South Korea and South Vietnam, so that the past 
causes of tensions in the Far East can be removed for an era of peace and 
prosperity, from neighbors trading with neighbors, as should be a normal con- 
dition of trade in the Far East. 

I would like to conclude with the thought that if Mao Tse Tung were in- 
vited to visit the United States, as Mr. N. Khrushchev was, that the good inten- 
tions of the American people and of the American Government toward the people 
of mainland China could be demonstrated in a manner superior to any other. 


PROSPECTS AND PROBLEMS OF EAST-WEST TRADE: AN AFFIRMATIVE APPROACH 





(An address delivered before the American Management Association, New York 
City, by Harvey Williams, president, Philco International Corp., Philadelphia, 
Pa.) 











In discussing the prospects and problems of East-West trade, we are dealing 
with a subject fraught with emotion. Even if it were possible to discuss the 
desirability of East-West trade in purely economic terms, without any reference 
to political, moral, or other implications, any two individuals attempting to do 
so might have very different opinions as to whether such trade is really worth 
the effort. 

To remove some of the emotional overtones at the very outset, let it be observed 
that, in speaking of the “East,” I refer specifically and exclusively to the Soviet 
bloc. For obvious political reasons, the idea of trade with Communist China is 
avery different kettle of fish indeed. 

As a layman in the field of East-West trade, I hope I sha!l not make the mis- 
take of appearing to compete with the experts; certainly it is not my intention to 
do so. What I should like to do, in this brief discussion, is to present my own 
view, as a private American businessman, of the basic issues involved in eco- 
nomic relations between the East and West, in the hope that this may contribute 
to a more objective understanding of these issues on the part of other 
businessmen. 










THE CURRENT STATE OF UNITED STATES AND SOVIET TRADE 



















In discussing the question of East-West trade today, we are doing so in a very 
different atmosphere than prevailed a year or so ago. In the past year, Messrs. 
Mikoyan, Koslov, and Khrushchey visited the United States, and I have no doubt 
that they returned to the Soviet Union impressed by our obvious desire and 
determination to live in peace. Even more important was the journey of Vice 
President Nixon to the Soviet Union. 

It has been said facetiously that Khrushchev today is outdoing the discredited 
Malenkov in paying particular attention to the wants of Russian consumers. 
Without any facetiousness at all, however, one may wonder to what extent the 
increased exposure of the Russian people to the West and to the standards of 
living which countries in Europe and the Western Hemisphere afford their 
average citizens has opened Russian eyes and placed traditional Soviet Gov- 
ernment objectives under strain. In the not too distant past, some Soviet leaders 
scoffed at the need to pay attention to the consumer, but the new budget of the 
U.S.S.R. shows a new emphasis clearly. To us, this should be encouraging. 

The Soviets have told us, through Government channels and through direct 
contacts with American companies, that they would like to do business with us. 
They have made the same approach to our European friends, and have extended 
attractive offers to our Latin American and African neighbors. Trade with the 
Soviet bloc has not, however, been an important part of U.S. foreign trade. In 
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1958, our exports to Russia were only $3.4 million, while our imports from 
Russia were $17.3 million. In the first 3 months of 1959, U.S. exports to Russia 
totaled $2.4 million, mostly in carbon sheet steels, while in the same period we 
bought $9.6 million worth of goods—mostly chrome, furs, platinum, and ben- 
zene—from the U.S.S.R. In terms of our overall trade activities, this volume of 
import-export activity is scarcely worth mentioning. The figures seem to con- 
firm that, even under the best of circumstances, no dramatic expansion of 
United States and Soviet trade can be expected. 


THE SITUATION IN WESTERN EUROPE 


It is not at all clear what the Russians really want to buy from us. Mr. 
Khrushchev mentioned consumer goods, but the representatives of the Soviet 
Government have negotiated only for capital goods on long-term credit. Still, 
we are challenged by the realization that our European friends and competitors 
are attaching importance to commercial transactions with the Soviet Union. 
They seem willing and able to deal with the peculiarities of the Russian state 
trading monopolies, to cut through the redtape, and to extend credit. 

Let us not for a moment forget, however, that the Soviets consider trade to be 
a political weapon. Mr. Khrushchev emphasized this when he challenged us to 
“neaceful” economic warfare. 

Reports from the West German steel industry indicated that imports of pig 
iron from the Soviet Union rose from a monthly average of 2,000 tons during 
early 1959 to 4,000 tons in July of that year. These imports represent only 10 
percent of the total pig-iron imports of the Federal Republic, but they have led 
to serious upheavals in the pig-iron market because the Russians offered their 
product at about 40 deutschemarks per ton below the German and world market 
price. In view of the fact that the German-Soviet trade agreement calls for 
a maximum import of 75,000 tons each year, and that Germany customarily im- 
ports about 40 percent of its pig iron, let us evaluate the effect of this Russian 
price cut. Does Germany curtail domestic production of pig iron to take more 
of the cheaper Russian supply, or does she curtail imports from free world 
sources? In either case, the result obviously will be economic dislocations in 
our camp. And what happens if Russian stops the supply? 

Disturbing as these elements are, however, they have not prevented increased 
interest in trade with the Russians throughout Europe. Two recent news stories 
appear to confirm this. Late in 1959 a well-known German weekly news maga- 
zine reported that several West German companies interested in more sales to 
the East had asked their representatives in the United States, Great Britain, 
and Holland to gather evidence on the extent to which manufacturers in those 
countries were doing business with the Soviet Union. These data were to be 
submitted to the German Foreign Minister, Dr. Brentano, to convince the Ger- 
man Government that trade with the Soviet bloc should be expanded—a rather 
paradoxical action in view of the pig-iron problem. 

The second report, which came from London through Reuters, indicated a 
stepup of plant and machinery buying from Russia in Great Britain and on the 
Continent. This report said that Moscow is getting all the credit it wants, and 
even underscored the fact that Russia’s credit standing is high in Europe, par- 
ticularly among insurance companies. The report claimed further that “Rus- 
sian requests get virtually the same treatment from the export-credit guarantee 
institutions of all the main European trading nations.” 

To any executive interested in expanding his company’s oversea sale (and 
what executive isn’t?) these are fundamental considerations. 


THE BASIC ISSUES 


In view of this increased interest among the Western nations in trading with 
the East, the basic problem is clearly to insure that such trade will not make 
important contributions to the Soviet bloc’s military potential. The most effec- 
tive way to deal with this problem, it seems to me, is joint action on the part of 
the free world countries to prevent exportation to the Soviet bloc of plant, 
equipment, or know-how which has military significance. Such concerted action 
must, however, be achieved without suggesting that U.S. foreign policy involves 
interference in the export programs of other free world countries. It may be 
difficult for countries whose normal trade with the Soviet bloc is much more 
extensive than ours to adhere to our standards of export control. On the other 
hand, it is not unfair to deny U.S. producers access to Soviet bloc markets 





ee ee ee ee a ean el 


= a2 oc @ abbas tt at 





SSS 


FOREIGN COMMERCE STUDY 193 


when their competitors in other free world countries are permitted to ship to 
these markets. 

In addition to the problem of preventing important Western contributions to 
the Soviet bloc’s military potential, there is the strategically desirable objective 
of reducing the dependence of some free world countries upon the Soviet bloc. 
Some of these countries depend upon the bloc for essential raw materials and 
foodstuffs, while other depend upon it for markets in which to dispose of sur- 
pluses. Dependence upon the bloc for a market may be as undesirable as de- 
pendence upon it as a source of supply ; in either case, one becomes susceptible to 
the impact of trade as a political weapon. 

To say that the economic dependence of the West upon the East should be 
reduced is not to suggest that trade in the commodities involved should be 
stopped but rather that such trade should be reoriented to place the free world 
countries in a position to avoid catastrophies should the Soviet bloc curtail 
either imports or exports. 

However, one suggestion for handling the Soviet state trading monopolies 
does give us pause: This is the idea that the free world countries should organize 
a central buying and selling agency to trade with the Soviet bloc, so that con- 
certed action could be taken as readily by the West as by the East. Although 
some of our free world partners may be willing to embrace this proposal, it has 
inherent in it the elements of a gigantic cartel. Certainly it should be regarded 
with caution, for it might lead the United States into a position inconsistent 
with our traditional policies. 


THE LIMITS OF EAST-WEST TRADE 


It might be interesting to examine some of the reasons why no major ex- 
pansion of East-West trade can be expanded, despite the fact that the Soviet 
bloc, which includes one-third of the world’s population, currently accounts 
for only 12 percent of total world trade. No doubt the Eastern European na- 
tions would like to expand their trade with France, Great Britain, Germany, 
Italy, and the United States primarily in order to meet the goals of their 7-year 
plan; their interest, however, appears to lie mainly in imported machinery 
and installations. From past experience, it can be surmised that the Eastern 
European nations will not import more than they can export: The Soviet-bloc 
nations are determined not to incur any financial obligations to the West, and 
the products they have available for export are limited in character and appeal. 

The diametrically opposite characteristics and procedures of trade in the free 
world and in the Soviet sphere also tend to limit expansion of East-West com- 
merce. In the free world, transactions are conducted by private traders, with 
purchasers seeking the best values and sellers the most profitable markets. Most 
transactions are conducted in transferable currencies. The principle of non- 
discrimination is fundamental. Each major trading nation within our system, 
by subscribing to GATT (the General Agreement on Tariffs and Trade), has 
agreed that the prices and terms governing its trade with one member of the 
system shall apply equally to all others. 

In contrast, trade conducted by the Soviet bloc is handled through centrally 
controlled trading monopolies, which are generally subject to political direction. 
There is no internal competition in the bloc, and it is not necessary to show a 
profit. Payments for imports are generally made in non-transferable currencies 
which must be spent within the country of destination. Most of the blocs’ trade 
with free-world countries is conducted under bilateral trade payment agree- 
ments negotiated on a government-to-government basis and often on a barter 
basis. 

Although the cold war has warmed up slightly, we of the West cannot give up 
our basic weapon; namely, our technological and industrial know-how. Control 
of strategic goods with which the Russians could increase their war potential 
must be maintained. What is strategic and what is not strategic are questions 
best left to our military experts. Perhaps the present list of strategic goods 
can be pruned and further liberalized, and perhaps the Commerce Department 
can be more expeditious in issuing export licenses for Soviet-bloe orders placed 
with American firms. 

To give the Soviet Union the special credit facilities it requests to do business 
with American corporations, however, would be a most curious action at a time 
when we are striving to cope with the inbalance of our international payments 
position. 
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Responsible Swiss sources report that the Soviets have accumulated an esti- 
mated $9 billion in gold reserves, and they stress that the Russians “can throw 
vast amounts of gold on the Western markets at any time they choose, thus 
influencing to the point of disruption the Western economies.” There may be 
some exaggeration in this view, but in any case a nation with such substantial 
gold backing hardly needs 5-year-plus financing, as Mr. Khrushchev has 
demanded. 

THE NEED FOR COORDINATION 


East-West trade is, of course, only one aspect of our overall relationship with 
the Soviet bloc, and meetings at the summit will determine how much is to be 
given or taken. It could be argued that the U.S. position in these negotiations 
might well include advocacy of an expansion in East-West trade, contingent on 
general improvement in the political and strategic atmosphere. Whether the 
problem is regarded negatively as warding off a Soviet-bloc economic offensive, 
or positively as expanding East-West trade, the fact remains that the Past has 
in the Council for Mutual Economic Aid (Comecon) a central authority for which 
the West at present has no counterpart. 

Mr. Khrushchev has made it clear again and again that the Soviet bloc is 
challenging the West to economic competition of a peaceful nature. We have 
no choice but to respond. To run for cover or take a defensive attitude—which 
seems to be the tendency in Washington at present—will be to play into the 
hands of the Soviets. Under these circumstances, Europe and the United States 
ean no longer afford to let matters drift in the sphere of economic cooperation. 
The danger of the Innex Six and the Outer Seven running head on into one 
another is still another reason why coordination is needed urgently. 

Although the Organization for European Economic Cooperation (OEEC) could 
provide such coordination in East-West economic policy, it has no mandate to 
do so at present. It might be wise to remove East-West economic relations 
from the limiting environment of the strategic concepts of NATO and place 
them within the broader and more imaginative horizons of OEEC. This group 
served Western Europe well in the immediate postwar period; in view of the 
added problems posed by East-West trade, it might well provide a sound basis 
for meeting the present challenge. One important aspect of such a realignment 
would be the possibility of full membership for Canada and the United States in 
the OEEC, an idea which has been given serious consideration in official Wash- 
ington for some time. The real fruit of such a plan could well be effective 
economic collaboration within the Atlantic community. 


Senator Monroney. The committee will stand in recess until Mon- 
day at 10 o’clock. 


(Whereupon, at 5:35 p.m., the committee adjourned to reconvene at 
10 a.m., Monday, May 9, 1960.) 
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